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John Kador, who has penned the annu- arts 
al book review feature on page 45 since 1 
2010, is an independent business writer 
whose best-selling books and insightful 
articles have been helping business leaders 
work smarter and more profitably for over 
three decades. John has written more than 
10 books under his own name as well as an 
equal number for which he served as ghost- 
writer. John’s most recent book is titled 
What Every Angel Investor Wants You to Know: 
An Insider Reveals How to Get Smart Funding 
for Your Billion Dollar Idea. He lives with his 
wife near Lewisburg, Pa. He has two grown 
children. John’s hobbies include puzzles, 
fencing and theater. 


Mark Miller is a journalist and author who 
writes about trends in retirement and aging. He 
recently wrote Retirement Reboot: Commonsense 
Financial Strategies for Getting Back on Track, a 
book publishing in January 2023 that provides 
practical strategies for Americans to improve 
their retirement prospects. This issue includes 
an excerpt from the new book on page 39. He is 
a columnist for Reuters and also contributes to 
Morningstar and the AARP magazine. He pub- 
lishes a weekly newsletter on trends in the field 
at https://retirementrevised.substack.com/. 


Larry Swedroe, who penned a piece on meme 
stocks page 26, is the head of financial and economic 
research at Buckingham Wealth Partners. Since 
joining the firm in 1996, he has spent his time, talent 
and energy educating investors on the benefits of 
evidence-based investing with enthusiasm few can 
match. He was among the first authors to publish a 
book that explained the science of investing in lay- 
man’s terms, The Only Guide to a Winning Investment 
Strategy You'll Ever Need. The second edition was pub- 
lished in 2005. He has since authored seven more 
books and co-authored nine books. 


John Olive, who photographed this month’s 
cover, is a commercial and editorial photographer 
specializing in lifestyle, fashion, and beauty imag- 
ery. His journey in the visual and performing arts 
began during his youth. This carried through his 
formal education, eventually earning a B.A. in 
Theatre. He’s been making pictures and telling sto- 
ries ever since, and have had the pleasure of doing 
so for clients since picking up the camera profes- 
sionally in 2009. He currently lives in Miami with 
his wife, Erin, and daughter, Emilia. 
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EDITOR'S LETTER 


Wealth Management 
2 on Main Street 


The final issue of the year is often my favorite. It’s when our long-time 
contributor John Kador is given free range to highlight the best books published 
that year of interest to financial advisors. Kador is a seasoned writer himself, and an 
eclectic reader, with a deep understanding of both the business of financial advice 
and the characteristics, quirks and interests of the people in it. I know there are a lot 
of “lists” of books this time of year, but I promise you there are some surprises here. 

One book that just missed the cut off date for Kador’s list is Mark Miller's 
Retirement Reboot: Commonsense Financial Strategies for Getting Back on Track. Miller 
too is a long-time contributor to this publication, and one of the best journalists 
on retirement issues working today. His book highlights how unprepared many 
Americans nearing retirement age are for the next stage of their lives, why that’s the 
case, and what can be done, both on a personal and policy level, to fix it. It’s clear, 
deeply researched and reflects Miller’s career spent following retirement as a busi- 
ness journalist’s beat. We're happy to publish an excerpt here. 

The book is written for readers likely less affluent than your clients, who (hope- 
fully) already have a retirement plan in place, with your help. But it provides a good 
lens to view the changes in retirement that leave many Americans facing a precipi- 
tous drop in their future standard of living, even before the COVID-19 pandemic 
and subsequent inflationary erosion of their spending power. 

Here’s a suggestion: Order a pile of Miller's book and give them to people who 
want your advice, but don’t qualify as clients. You'll earn goodwill in return. In addi- 
tion to tactical steps they can take, there is a chapter about the value of advice and 
the more ways middle-class Americans can access it and warns them to steer clear 
of the rapacious profit seekers that too often prey on investors’ justified fears to sell 
them expensive, opaque and sub-par products that only make the situation worse. 

That brings me to the third article worthy of your attention here, “Lost in 
Arbitration.” Investors are sold “products” all the time; most are fine, disclosures 
abound, and even in commission-based businesses there is value for many clients 
that go in with clear eyes. 

But when an investor gets deliberately sold something that is either wildly inap- 
propriate for their situation or under a fog of vague promises, these investors may 
lose a significant amount of money—significant to them, at least. But with often less 
than $100,000 invested, not significant enough to make it worthwhile for a private 
attorney to bring a claim into Financial Industry Regulatory Authority arbitration. 

Both the Securities and Exchange Commission and FINRA have recognized this 
fact and helped fund several pro-bono clinics at law schools across the country to 
take on these “mom-and-pop” investors and give law students real world experience 
with the regulators. 

To anyone following the ball it will not be a huge surprise that the funding has 
dried up, and a significant number of these clinics have closed. It leaves what one 
law professor estimates as potentially “billions” of dollars in justified, but unclaimed, 
restitution in the pockets of bad actors. 

There are efforts in Congress to kick-start the funding again. In the meantime, 
good financial advice on Main Street is needed more than ever. Resolve in 2023 to 
find a way to help. 

Happy New Year 


Te, 


David Armstrong 
Editor-In-Chief 
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WMIQ: Firms Expect 
Growth, and More Jobs, 


in 2023 


NEW RESEARCH FROM WMIQ AND PERSHING HIGHLIGHTS HOW ADVISORY 
FIRMS ARE BUILDING TEAMS TO MEET THEIR OWN EXPECTATIONS FOR GROWTH 
IN 2023, DESPITE THE ECONOMIC AND MARKET HEADWINDS. BY AL! HIBBS 


As the clock winds 

down on the year, 
wealth management firms 
are looking to the future 
seemingly unfazed by 
economic headwinds and 
making plans that include 
adding staff and creating 
new roles, according to 
research from WMIQ and 
BNY Mellon | Pershing. 

The study, called “Next: 
The Wealth Management 
Firm of the Future,” analyz- 
es how firms are growing, 
what they're prioritizing 
and what roles are being 
sought and where talent is 
being sourced. 

Nearly a quarter of 
firms expect to double in 
size over the next five years, 
according to a survey of 453 
respondents conducted in 
the spring, and more than 
half expect to grow by at 
least half. Comparatively, 
44% of them grew by 50% 
or more over the last five 
years. Even a fraction of 
the expected growth will 
require significant addi- 
tional staff in an industry 


that is adding hundreds of 
new firms every year while 
already experiencing a 
painful talent shortage. 
“That need to create 
capacity and bring new 
talent is one of the game 
changers as we look at the 
next decade for wealth 
management,” said Mark 
Bruno, managing director 
of Wealth Management 
at Informa Connect, the 
parent company of WMIQ 
and WealthManagement.com. 
Adding new talent, he said, 
“is absolutely an area where 
a lot of firms have invested 
and will continue to invest 
moving forward.” 
Registered investment 


advisory firms comprise 
27% of 249 respondents in a 
supplementary staffing poll 
conducted in September/ 
October. A fifth were affili- 


ated with independent bro- 
ker/dealers, and advisors 
with insurance companies, 
banks and trust companies 
made up another 20%. Just 
2% of responses came from 
the wirehouse channel, 
while regional brokerages, 
hybrid firms and “other” 
comprised the remainder. 
About half of the sample 
is under the age of 50, and 
one in three respondents 
were female. Nearly three- 
quarters are from firms 
with fewer than 50 full- 


time employees, while 6% 
have more than 5,000. 

Advisory, investment 
management and opera- 
tions roles were identified 
as the most common jobs on 
firm payrolls in 2022, with 
marketing and dedicated 
leadership roles less preva- 
lent. Respondents over the 
age of 50 were more likely 
to invest in marketing posi- 
tions, while younger firms 
allocated more to dedicated 
leadership roles. 

While most firms saw 
assets decrease this year, 
nearly half still added 
staff—57% of firms under 
50 and 37% of those over 
50. Only 9% of all firms 
downsized, while 43% saw 
no change. Support roles 
were in greatest demand, 
followed by advisors, 
specialists and leadership 
roles. Firms under 50 hired 
more core capabilities, such 
as planning and portfolio 
management, while the 
elder cohort was hiring for 
more business development 
and marketing roles. 

Marketing associ- 
ate was the third-most- 
common role added by 
responding firms in 2022, 
even after the earlier sur- 
vey revealed most don't 
consider marketing tech- 
nology or digital marketing 
strategies to be significant 
contributors to growth. 

“I believe that only 
14% of advisors are lever- 
aging digital marketing 
today because there is a 
lack of awareness of the 
opportunity that digital 
marketing provides,” said 
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WMIQ: Firms Expect Growth, and More Jobs, in 2023 


Megan Carpenter, CEO 

of FiComm Partners, a 
growth marketing and pub- 
lic relations firm. “Digital 
marketing is the most 
effective way for advisors to 
meet consumers where they 
are (online and on mobile) 
in a human-first and highly 
targeted way.” 

Half of responding 
firms are seeking talent in 
the coming year, 28% of 
which are adding entirely 
new roles, 24% are solving 
for attrition, and 11% are 
hoping to replace an exist- 
ing employee. 

When asked about 
which roles they're looking 
to fill, more than a third 
indicated plans to adda 
new junior advisor/para- 
planner position. A quarter 
are looking for an execu- 
tive assistant, followed by a 
lead advisor (19%), business 
development specialist 
(18%), research analyst (17%) 
and marketing associate 
(13%). The rest of the list 
comprises C-Suite roles or 
their equivalent. 

“This is not just bring- 
ing in roles to help drive 
growth and support G1. 
This is actually sort of 
building and breeding the 
next generation of financial 
advisor,” said Lisa Crafford, 
Pershing’s head of busi- 
ness development during 
a fall webinar discussing 
results of the study. “I see 
this industry as only getting 
larger and larger if we can 
find the talent because there 
is a concerted and almost a 
universal effort to bring in 
more of these positions.” 

The “long play,” she 
added, is creating more 
awareness of the career 
path in early education. “T 


Roles Added by Firms in 2022 ... 


Respondents whose firms added roles in 2022 focused on support roles, including junior advisors 
and paraplanners; executive assistants; and marketing associates. 


Junior Advisor/Paraplannr e 31% 
Executive Assistant i 275, 
Marketing Associate I 33%, 
Lead Financial Advisor/Financial Planner Is 22%, 
Business Development Specialist I 17% 
Portfolio Manager ET 15% 
Research Analyst i 13% 
Chief Operating Officer or Director of Operations [I 10% 
Chief Marketing Officer or Director of Marketing i cones aces 8% 
Chief Technology Officer or Director of Technology [III 5% 
Chief Compliance Officer or Compliance Director [I 5% 
Chief Financial Officer or Director of Finance [ij 2% 
Chief Executive Officer or Managing Partner [Jj 2% 


Question: What type of role(s) has your firm added this year? (Select all that apply.) 


Base: Respondents whose firms increased headcount in 2022 (n=113); <50 (n=72); 50+ (n=41); multiple answers permitted 


... And Roles Firms Are Actively Searching For 


Respondent firms are looking to add much the same this year, with junior advisors and 
paraplanners, followed by executive assistants, frequently cited. 


Junior Advisor/Paraplannes O 34% 
Executive Assistant i 25, 
Lead Financial Advisor/Financial Planner = ear S| 19% 
Business Development Specialist I 5% 
Research Analyst I 17% 
Marketing Associate NY 13% 
Portfolio Manager (a | 10% 

Chief Technology Officer or Director of Technology [EES 6% 

Chief Marketing Officer or Director of Marketing [EE 3% 

Chief Compliance Officer or Compliance Director mE 2% 
Chief Operating Officer or Director of Operations [ij 2% 
Chief Executive Officer or Managing Partner E 1% 
Chief Financial Officer or Director of Finance 0% 
Question: Which of the following roles is your firm currently actively searching for? (Select all that apply.) 
Base: Respondents whose firms are actively searching for select roles (n=125); <50 (n=66); 50+ (n=59); multiple answers permitted 
The fierce war for 

talent only adds to com- 
pensation pressure, and 
more than one-fifth of 
respondents expected to 
see compensation increase 


think it’s up to each and 
every one of us to get out 
into our schools, into our 
communities, whether you 
have children or not, and 
engage with elementary, 


existing advisors reported 
being approached by 
competing firms about 
potential job opportuni- 
ties, with younger profes- 
sionals reporting more 
interest, and 92% of those 


middle and high school 
students, teach them some 
basic financial literacy 
and show them that this 
incredible career is out 
there for them and teach 
them what we do.” 
Sixty-one percent of 


said they've been contacted 
by multiple firms. Only 
23% indicated they would 
consider leaving, however, 
including 12% that said 
they might exit the indus- 
try altogether. 
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by as much as 20% over 
last year and more than 

a quarter expected an 
increase of between 10% 
and 20%. Exactly one-fifth 
expect no increase, and 
just 13% expect to earn less 
this year. E 
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BLOTTER 


SEC Bars Former LPL 
Rep 
The Securities and 
Exchange Commission 
barred Sutton, 
Mass.-based James 
. Couture, the 
founder and owner 
of the Private Wealth 
anagement Group 
formerly affiliated with 
LPL, who stole more 
than $2.8 million from 
clients. 

The settlement 
with the SEC comes 
nearly three months 
after Couture pleaded 
guilty to four counts of 
wire fraud, four counts 
of aggravated iden- 
tity theft, one count 
of investment advisor 
fraud and one count of 
witness tampering in 
Massachusetts federal 
court, according to the 
Justice Department. 

Couture would 
advise clients to invest 
their funds in sub- 
accounts managed 
by an unnamed LPL- 
authorized sub-advisor, 
and began convincing 
clients to sell parts of 
their funds to “Legacy 
Financial Group,” claim- 
ing he'd reinvest them 
for greater profits. But 
he failed to tell clients 
he'd formed Legacy 
Financial in 2009, and 
neither LPL or the sub- 
advisor had authorized 
Couture to use it as a 
third-party advisor for 
clients. 

By selling other cli- 
ents’ holdings, he would 
pay investment returns 
and other needs. 

Couture faces 
decades in prison, and 
he’s scheduled to be 
sentenced in early 2023. 


Carefull Partners 
With Cetera 
Carefull, a service and 
application for moni- 
toring and protecting 
the finances and per- 
sonal data of loved ones, 
announced in December 
a partnership with Cetera 
Financial Group, which 
provides the firm’s advi- 
sors approved access to 
use the technology. 

The application was 
created for the estimated 45 
million caregivers of those 
55 and over who are in 
need of help in preventing 
elder fraud, financial mis- 
takes and identity theft. 

First introduced in 
February 2021, Carefull 
has continued to add fea- 
tures and combines trans- 
action data (using account 
aggregation through Plaid) 
and financial behavior 
monitoring, family com- 
munication and even 
educational content into 
one place. 

Through analytics and 
machine learning on the 
application’s back end, any 
suspicious transactions 
or behaviors, whether a 
large unexpected payment, 
a provider that is new or 
unknown to caregivers 
or bills being paid twice, 
(among other things being 
watched for) are tagged and 
an alert is sent to the “circle 
of care.” The network can 
then securely discuss and 
decide the actual danger or 
lack thereof in the activity. 


Catchlight 
Integrates with 
Wealthbox 

The prospect analysis and 
lead-conversion provider 
Catchlight announced its 


integration with CRM pro- 
vider Wealthbox. 

The lead-evaluation 
tool was born out of the 
Fidelity Labs startup incu- 
bator and remains a subsid- 
iary of the firm. The tool 
uses data gleaned from five 
public or publicly available 
for-profit databases to help 
determine which leads 
have a greater likelihood of 
becoming full-fledged cli- 
ents. The technology even 
applies a Catchlight Score 
of one to 100 to prioritize 
leads for advisors and help 
determine the likelihood of 
their becoming a client. 

With the new integra- 
tion, Catchlight synchro- 
nizes prospects and data 
in Wealthbox that it brings 
in from external databases 
to enrich profiles with 
financial attributes that 
range from estimated 
investable assets, income 
range, other financial 
holdings as well as person- 
al interests and hobbies. 


Redtail Imaging 
Gets a New Interface 
and Other Features 
Orion’s Redtail 
Technology, the popular 
CRM application for advi- 
sors, announced major 
enhancements to its 
Imaging product, which 
provides compliant docu- 
ment storage. Among the 
improvements are addi- 
tional capabilities across 
operating systems, as well 
as new licensing options 
and a new user interface. 
Firms can now upload 
and download files in bulk 
directly from the web- 
based imaging applica- 
tion without the need for 
bridge software, which was 
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required in the past. 

The upgrade now 
provides for full compat- 
ibility for macOS users, as 
well as an archive feature 
that allows users to restore 
deleted files. 

In terms of licensing 
options, the new entry- 
level offering provides up 
to 200GB of storage while 
the enterprise license has 
expanded to up to 1TB 
of storage. 


TIFIN AMP 
Announced 

TIFIN has introduced 
AMP, a proprietary and 
integrated platform that 
combines and helps man- 
age the marketing, data 
science and sales enable- 
ment assets for asset 
management firms and 
help remove distribution 
friction. 

AMP, which is short 
for asset management plat- 
form, is an “interconnected 
Al-powered software as a 
service platform that inte- 
grates data from marketing 
and awareness activities, 
CRM information and 
other data feeds, to gener- 
ate actionable signals to 
fuel lead generation, quali- 
fication, nurturing and 
optimization in a firm’s 
sales efforts,” according to 
a statement. 

TIFIN has evolved 
from its roots as a startup 
incubator and holding 
company with more than 
a dozen businesses and 
has morphed and com- 
bined several of those into 
TIFIN Wealth, a platform 
for advisors, wealth man- 
agers, and other interme- 
diaries that combines sev- 
eral tools and features. 
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PRACTICE MANAGEMENT 


The Contradictions of 
2022 and Emerging 


Trends for 2023 


AN ANNUAL REPORT ON THE FORCES DRIVING THE WEALTH MANAGEMENT 


INDUSTRY. BY MINDY DIAMOND AND LOUIS DIAMOND 


Mindy Diamond 


is CEO of Diamond Consultants of 
Morristown, N.J., a 
nationally recognized 
boutique search and 
consulting firm in 
the financial services 
industry. 


Louis Diamond 


is president of Diamond Consultants 
in Morristown, N.J., a 
nationally recognized 
boutique search and 
consulting firm in 
the financial services 
industry. 


2022 will be recalled as 
one of the most interesting 
and contradictory years in 
history. 

The stock market 
dropped precipitously, 
and inflation peaked at 
its highest in decades. Yet, 
through it all, advisors 
thrived in ways like never 
before—with the benefit of 
a robust seller’s market, and 
transition deals and M&A 
multiples off the charts. 

As we forecast in this 


annual review a year ago, 
2022 would become the 
year of “more” in which all 
constituents would have 
greater expectations than 
ever before. That is, clients 
wanted more from their 
advisors; advisors wanted 
more from their firms; and 
the firms, too, wanted more 
from their advisors. 

It was a wave of fulfill- 
ing each of these requests 
that bred a year of abun- 
dance. The growing desires 


among each group created 
a proliferation of choice— 
with an expansion of 
models, opportunities and 
aggressive deals to match— 
that resulted in an active 
stream of movement. 

In fact, an average 
of 708 advisors with a 
length of service greater 
than three years moved 
each month through June 
2022, according to the 
Diamond Consultants 
Advisor Transition Report. 
And based on our own 
experience (as hard num- 
bers are not yet available), 
that activity continued 
throughout the second half 
of the year, despite volatile 
market head winds. 

Where advisors went 
was more disparate than 
ever before—and instead 
of domination by a single 
major player, we saw several 
leaders in each category of 
the industry landscape. 

For instance, while 
Rockefeller Capital 
Management and First 
Republic Private Wealth 
Management led the head- 
lines by landing some of the 
industry’s most elite teams, 
the real news was actually 
in the wirehouse world. The 
diaspora toward indepen- 
dence continued, albeit at a 
slower pace than in previous 
years, shifting the tides of 
movement back toward the 
wirehouses. With recruit- 
ing particularly active at 
Morgan Stanley and UBS, 
advisors demonstrated that 
it’s still the right model for 
many of them. And Wells 
Fargo, with bad publicity 
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Supported 
independence 
dominated 
2022-with firms 
like Sanctuary 
Wealth, NewEdge 
Advisors, LPL 
Strategic Wealth 
Services and 
Dynasty Financial 
Partners leading 
the way for 
advisors who 
wanted their 
own businesses 
without the 
hassle of 
building from 
scratch. 


from previous years finally 
in its rearview mirror, made 
a strong comeback. 

The regionals, like 
Raymond James, RBC and 
others, also captured a large 
share of advisors—moving 
their average producer level 
well over the sub-million- 
dollar range it once was— 
proving that culture and 
control are attractive value 
propositions even among 
the industry’s top teams. 

Independence remained 
appealing, even if in small 
numbers than years past, 
with freedom, control and 
the potential for long-term 
monetization as potent 
drivers. Record valuations 
and sophisticated buyers, 
like private equity firms 
with deep pockets and 
healthy appetites to acquire 
high-quality businesses, 
caused many employee 
teams to reconsider inde- 
pendence. That is, they are 
placing greater focus on 
building a business with 
the end in mind, even if it 
meant eschewing a signifi- 
cant recruitment package. 

But while “do-it- 
yourself” independence 
was once the most popular 
option in the space, sup- 
ported independence domi- 
nated 2022—with firms 
like Sanctuary Wealth, 
NewEdge Advisors, LPL 
Strategic Wealth Services 
and Dynasty Financial 
Partners leading the way 
for advisors who wanted 
their own businesses with- 
out the hassle of building 
from scratch. And this year, 
we saw more of these plat- 
form firms offer upfront 
capital or minority invest- 
ments to derisk the move 
and offset lost deferred 


compensation—a tactic that 
paid off for both parties. 

All that said, it was 
the W-2 firms that led the 
field, capturing the major- 
ity of advisor movement 
(with wirehouses leading 
the pack). The attractive 
recruiting deals certainly 
proved to be a powerful 
tool in their arsenal. 

Speaking of recruiting 
deals, we've been saying 
they were at a high-water 
mark every year for almost 
a decade. And just when we 
thought deals couldn't go 
any higher, we were proved 
wrong. We saw a handful 
of firms—UBS and RBC, 
in particular—go beyond 
their peers with uber- 
aggressive offers attached 
to a drop-dead join date as 
they bid for the industry's 
best talent, and, so far, it’s a 
strategy that’s paid off. Even 
outside these short-lived 
offers, boutique firms like 
First Republic, Rockefeller 
and Steward Partners 
recast their deal structures 
to remain destinations of 
choice for top teams. 

With the tail winds of 
increased interest rates and 
hence more profits from 
net interest margin, several 
independent broker/dealers 
stepped up their recruit- 
ment packages and scope 
of services. This led to an 
increased blurring of the 
lines between the indepen- 
dent broker/dealer model 
and supported indepen- 
dence. That is, to compete 
for top advisors, these b/ds 
realized they must provide 
more white-glove support 
to help advisors establish 
their practices, as well as 
robust outsourcing servic- 
es. The cherry on top was 
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the expansion of affiliation 
models to include the abil- 
ity to become an RIA, drop 
FINRA licenses or gain 
more independence with- 
out the need to repaper. 

All that said, how will 
the activity of 2022 impact 
2023 and beyond? Here’s 
what we foresee... 


The 10 Emerging 
Trends for 2023 

1. Big firms will push 
harder to “incent” senior 
advisors to opt in to 
retire-in-place programs 
by increasing the deals 
and more aggressively 
pushing them to sign on 
earlier in their careers. 
But many won't bite for 
fear of being locked into 
the firm and the poten- 
tial negative impact on 
next-gen inheritors. 

2. The recruiting pendu- 
lum will shift further 
away from DIY inde- 
pendence and toward 
supported versions and 
the traditional broker- 
age world. Advisors will 
continue to crave the 
opportunity to become 
business owners, with 
the support they've 
grown accustomed to. 
As for the big firms, 
they'll continue to work 
hard to show that they 
are not all the same, 
amping up technology, 
growth opportuni- 
ties and support, plus 
transition deals. UBS 
will continue to up its 
game with a strong 
guaranteed transition 
deal; this will have the 
effect of making advi- 
sors demand similar 
deals from other firms. 
And Merrill will make 
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Private bankers 
and advisors 
from other 
nontraditional 
firms will be a 
hot commodity 
in the talent 


pool—satisfying 
the industry's 
hunger for 
sophisticated 
talent. 
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its way back to become 
areal competitor in the 
recruiting game. 


3. As big firms look to 


standardize practices 
and eliminate risk where 
possible, they'll become 
more heavy-handed 
with compliance and 
oversight. This comes 
at the expense of advi- 
sor control, as well as 
an expected uptick in 
heightened supervision 
and terminations. 


. Private bankers and 


advisors from other 
nontraditional firms 
will be a hot commodity 
in the talent pool—sat- 
isfying the industry's 
hunger for sophisticated 
talent. 2022 was a boom 
year for private bankers, 
with many firms focus- 
ing on this commu- 
nity after ignoring it for 
many years. We expect 
this trend to continue 

as more firms expand 
their addressable market 
and realize that bank- 
ers are attractive hires, 
bringing along well-run 
teams and ultra-high- 
net-worth clients who 
are major consumers of 
bank products. 


. Inspired by the knock- 


down success of the 
multifamily office 
model (like Rockefeller), 
more well-capitalized 
high-end RIA firms 
will make a play for 
advisors with creative 
deal structures that are 
competitive to those 
found in the traditional 
space. It’s a trend driven 
by private equity firms 
that have their sights set 
on investing in quality 
RIAs—providing the 


co 
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financial firepower to 
attract breakaways that 
would prefer to join an 
established team-based 
model over starting 
their own practice. 


. The breakaway move- 


ment from RIAs will 
continue to accelerate 
and hit an all-time high. 
Nonowner employee 
advisors at the firms, 
who are also looking to 
take advantage of this 
abundance concept, will 
set out for greener pas- 
tures. Driven by indus- 
try consolidation, it will 
create a whole genera- 
tion of advisors feeling 
more captive than ever 
and with a deep desire to 
reap the same financial 
rewards that their firms’ 
owners realized. 

The “affiliation slide” 
will grow in popularity 
as firms with multiple- 
affiliation models—like 
Wells Fargo, Ameriprise, 
LPL Financial, Raymond 
James and Stifel—con- 
tinue to provide more 
pathways for those look- 
ing to change models. 
This ability to “slide” 
from one channel to 
another will prove valu- 
able in staving off attri- 
tion while making tran- 
sitions easier for advisors 
and their clients. 


. IBDs and supported 


independent platform 
firms will become the 
new built-in “buyers’— 
in response to advisors’ 
desire for M&A and 
succession planning 
options. The heightened 
popularity of minority 
noncontrolling investors 
provides an opportunity 
for these firms to create 


liquidity and solve for 
succession. 

9. The days of the “Big Bad 
Bank” will fade—and 
bank-owned firms like 
Merrill, Wells Fargo 
and First Republic 
will increase in appeal 
among advisors drawn 
to the one-stop-shop 
capabilities, compel- 
ling brands and growth 
opportunities. 

10. Despite a slower-than- 
anticipated rollout, 
Goldman will find its 
stride and give cus- 
todians like Schwab, 
Fidelity and Pershing 
areal run for their 
money—particularly 
with high-net-worth- 
focused advisors. Those 
waiting for the next “big 
thing’ will see this as an 
opportunity to have the 
Goldman imprimatur 
backing their indepen- 
dent businesses. 


We've written much 
about how advisor mind- 
set has changed over the 
years—shifting from plac- 
ing value on upfront transi- 
tion money to obtaining 
more freedom and control. 
Advisors are also looking 
more introspectively at their 
career enterprise value— 
regardless of whether they 
are independent business 
owners, employees at one of 
the big brokerage firms or 
somewhere in between. 

This will be the year 
that advisors take a step 
back and conceptualize not 
just how to maximize the 
value of their business and 
annual compensation, but 
also how that translates 
into achieving their best 
business lives. W 


lages 
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About a month ago, 
Christina Empedocles, a 
fee-only financial planner 
in the San Francisco Bay 
Area, got to thinking about 
how many clients were 
bringing up the impact of 
climate change on their 
homes. Over the past three 
years, she realized, perhaps 
12 people had brought up 
the topic, usually centered 
on the threat of wildfire 
damage to their properties. 
So, Empedocles got to 
work, creating a rubric, 
of sorts, with a dozen top 
considerations to take into 
account when deciding 
whether to move and where 
to buy property. Still a work 
in progress, she figures it’s 
something she'll turn to 
with increasing frequency 
as damage from climate 
change accelerates. “More 
and more of my clients are 
concerned that their long- 
term plans for living in the 
Bay Area aren't viable any- 
more,” she says. 
Empedocles is one of a 
growing number of advisors 
finding they have to adda 
new element to their finan- 
cial planning—how badly 
their clients may be affected 
by global-warming-induced 
wildfires, flooding, hurri- 


é 


% 


canes or other disasters and 
whether adjustments need 
to be made to their plans, 

as a result. While such 
discussions currently are 
happening most frequently 
in places like California and 
Florida, they're also coming 
up in plenty of other loca- 
tions, as well. 


Property Worries 
One of the top areas of 
concern is clients’ homes— 
how much they're willing 
to budget for rebuilding 

or hurricane-proofing 

a home, for example, or 
whether they want to sell or 
change plans to buy. While 
advisors say they find 

most clients aren't will- 

ing to get rid of a property 
completely, it is happening 
more often, especially in 
cases of extensive dam- 
age. Empedocles points to 
clients who moved into 
their vacation home full 
time during the pandemic’s 
lockdown, only to have a 
wildfire pass by in summer 
2021 that destroyed almost 
everything inside via smoke 
damage. Repair and clean- 
ing costs came to about 
$40,000. After that, they 
put the home up for sale. 
“They were too afraid to go 


back,” says Empedocles. 

Some advisors find that, 
while clients in such places 
as Florida and California 
aren't nixing plans to buy, 
climate change questions 
are, nonetheless, affecting 
their decision-making pro- 
cesses. Kevin Brady, a vice 
president at Wealthspire 
Advisors, which has about 
$17 billion in assets, for 
example, says clients are 
taking longer to make 
their final decision than 
a few years ago. “They 
don’t jump into it,” says 
Brady, who is based in New 
York City. They're also 
eschewing property right 
near the beach in favor of 
homes in less vulnerable 
locations. Brent Weiss, a 
St. Petersburg, Fla.—based 
advisor at Facet Wealth, 

a financial planning firm 
with about $1.3 billion in 
assets, points to a client 
who recently bought a 
house in St. Petersburg that 
was walking distance to the 
beach over another that was 
closer to the water. 

In other cases, 
Empedocles says the threat 
of climate change damage 
is the trigger that motivates 
clients to buy a prop- 
erty they'd already thought 
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ADVISORS FIND GLOBAL WARMING IS AFFECTING CLIENTS’ HOME INSURANCE AND PROPERTY COSTS. 
BY ANNE FIELD 


about purchasing. One Bay 
Area client, for example, had 
discussed buying a home 

in the Great Lakes area and 
eventually retiring there, 
but never took action. Then, 
after the massive wildfires 
of summer 2020 coincided 
with their son starting col- 
lege in the Midwestern 
region they loved, they 
decided to go ahead with 
the plan. Their son could 
live in the new place while 
he was in school, and, 
afterward, they'd rent it out 
until they wanted to move. 
“When that all happened 

at the same time, it pushed 
them to buy the property,” 
says Empedocles. 


Insurance Worries 
Property and casualty 
insurance is another major 
area of concern. A natural 
disaster can involve signifi- 
cant increases in premium 
costs. According to Brady, 
the premiums of one cli- 
ent in California have 
more than doubled in the 
past two years, thanks to 
wildfires in the area. Or it 
can mean finding that an 
existing insurance carrier 
won't cover homes in a cli- 
ent’s ZIP code anymore or 
in an area where they want 
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to move. Empedocles points 
to a client with a second 
home in Sonoma County, 
where a wildfire burned 
down many of their trees, 
requiring extensive land- 
scaping and remodeling. 
Although they'd planned on 
eventually using their home 
to finance their retirement, 
they're mulling over wheth- 
er to sell now. “They're 
worried they'll lose their 
fire insurance,” she says. 
“And that would sink the 
value of the property.” 

Thanks to insurance 
questions, Steve Branton, 
senior vice president at 
Wealthspire Advisors, 
who is based in San Rafael, 
Calif., now recommends 
that clients thinking about 
buying a home first talk to 
an insurance agent before 
going any further, to make 
sure the property can get 
coverage. “We want to make 
sure there are no surprises,” 
he says. He’s had clients go 
into contract with a house 
only to find their usual 
carrier wouldn't sell them 
coverage. In such cases, it’s 
usually possible to find a 
nonadmitted carrier, but 
that can cost three to five 
times more than insurance 
from an admitted company, 
according to Branton. 

Such problems have 
also created an added job 
for advisors—shopping for 
insurers willing to write a 
policy. Branton has devoted 
a considerable amount of 
time searching for alter- 
native carriers. He finds 
there’s a patchwork quilt 
of insurance requirements 
that requires specific exper- 
tise to navigate. One carrier 
may have stopped coverage 
ina particular ZIP code 


completely, while another 
may say they’re willing to 
add a few more in that area. 


Creative Solutions 
The new normal also has 
forced advisors to get cre- 
ative. One solution for cli- 
ents residing near coastal 
areas is to build what 

Sam Brownell, founder of 
Kensington, Md.—based 
Stratus Wealth Advisors, 
calls “a supplemental hurri- 
cane fund.” Brownell, who 
first started paying more 
attention to such questions 
after Hurricane Sandy hit 
in 2012, points to a cli- 

ent who owns a residence 
in Avalon, N.J., near the 
beach. That home experi- 
enced severe wind damage 
during a storm several 
years ago, requiring a hefty 
outlay for repairs. Despite 
that expense, however, the 
client didn’t want to sell 
the house. So Brownell 
found ways to create an 
additional fund devoted 
exclusively to defraying the 
costs of home repair caused 
by storm damage. 


Modifying Plans 
While such expenses 
typically don’t substantially 
affect the overall financial 
plans of high-net-worth 
clients, often they do 
require making modifica- 
tions. To enable her clients 
to buy their home by the 
Great Lakes, Empedocles 
directed some of their 
assets to the down pay- 
ment, with the assumption 
that they’d eventually earn 
revenue from renting out 
the property. 

In some cases, those 
adjustments are temporary. 
Take Brownell’s client 


in Avalon. Brownell ran 

a variety of scenarios to 
determine where the money 
to build the hurricane fund 
would come from. He ulti- 
mately took a portion of 
RMDs made from several 
large retirement accounts. 
Instead of reinvesting it 

or using it for charitable 
distributions, as they had 
been doing, he directed the 
money to the fund for sev- 
eral years until they'd built 
it up to an acceptable size. 
Then he shifted back to the 


original strategy. 


Starting the 
Conversation 

Some advisors, like 
Empedocles, find their 
clients are starting to bring 
up the subject on their 

own. Many others look for 
opportunities to broach the 
subject. The easiest time 

is after a major weather 
event, of course. Otherwise, 
they mention it during 
annual reviews. For clients 
whose homes are at risk of 
experiencing damage from 
a severe storm, Brownell 
makes it a habit of discuss- 
ing the cost of insurance 

or repair. That’s especially 
true for clients who have 
second homes near the 
beach. During a review, he 
recently talked about the 
topic of beachfront property 
that his clients had inher- 
ited from their parents. “I 
asked them if they would be 
willing to rebuild the house 
if it got knocked over,” he 
says. “How much would 
they invest in this property 
knowing it could be the def- 
inition of a sunk cost.” They 
mulled it over and decided 
to sell, while the home still 
could fetch top dollar. W 


Some advisors 
find that, while 
clients in such 
places as Florida 
and California 
aren't nixing 
plans to buy, 
climate change 
questions are, 
nonetheless, 
affecting their 
decision-making 
processes. 
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Succession 

Planning Then 
and Now With 
David Grau Sr. 


GRAU REFLECTS ON THE EVOLUTION OF SUCCESSION 
PLANNING IN THIS INDUSTRY OVER THE LAST EIGHT 
YEARS AND WHERE IT'S HEADED, AS HIS OWN 
TRANSITION PLAYS OUT. BY DIANA BRITTON 


When David Grau Sr., 
founder of FP Transitions, 
wrote Succession Planning for 
Financial Advisors: Building 
an Enduring Business in 
2014, the No. 1 exit strategy 
among independent advi- 
sors was attrition, where 

a practice simply winds 
down to the point where 
the advisor can't sell it. 

But succession plan- 
ning in this industry has 
come a long way since 
then, Grau says. Mergers 
and acquisitions activity 
among independent wealth 
management firms contin- 
ues to break records year 
after year. 

Yet, Grau argues that 
this is still very much an 
industry of “book builders” 
rather than “business build- 
ers.” FP Transitions data 
shows that aging advisors 
that fail to enact a succes- 
sion strategy have a notice- 
able drop in firm growth 
rates, due to attrition, aging 
clients and lack of internal 
talent supporting business 
development or client care. 

Now, Grau is watch- 
ing his own succession 


plan play out. In a recent 
interview with Wealth 
Management, he reflects on 
the evolution of succession 
planning in this industry 
over the last eight years 
and where it’s headed in 
the future. 

The following has been 
edited for length and clarity. 


Wealth Management: 
What was the state of suc- 
cession planning when you 
wrote the book? 


David Grau Sr.: When I 
first wrote the book, succes- 
sion planning was alive and 
well for other professional 
services—doctors, dentists, 
lawyers, CPAs, but it really 
did not exist for the masses 
in the independent financial 
services world. A handful 

of mega firms did it, but 
those were more anomalies. 
For the average practitioner 
with a firm value or prac- 
tice valued in the $2 to $4 
or $5 million range, it was a 
force of one. And we would 
call those one generational 
practices, and that’s exactly 
what they were. 


WM: Some people see 
you as the grandfather of 
succession planning. What 
do you think people mean 
by that? 


DG: FP Transitions was 
first on the drawing board 
in 1998. We opened our 
doors in January 2000, and 
our business plan was to 
be eHarmony for financial 
advisors. We were literally 
going to be a matchmaking 
site and help bring buyers 
and sellers together. The 
mission was to help people 
who wanted to retire find 
folks who wanted to build 
and grow and marry them 
up. So the idea was that 
succession planning meant 
selling it. Sell what you've 
built. We found out a couple 
of things, though, that were 
obstacles early on, and it 
wasn't succession planning. 
The first thing we 
had to conquer was value 
and valuation. You can't 
get people to buy and sell 
something if they don’t 
believe that it has intrinsic 
value separate and apart 
from the work that a person 
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does, and that those assets 
and relationships are trans- 
ferable. And to our great 
surprise, 2000 through 
about 2010, the biggest 
issue we had was convinc- 
ing independent financial 
advisors that they owned 
something beyond just their 
work. They used to fight us 
and say, “There’s no value. 
It’s just me. It’s a bag of air. 
These clients have been 
trained to trust just me. 
They'll never work with 
anyone else.” But I almost 
smile and laugh when I say 
that now. 

We had to make it read- 
ily transparent, even simple 
to a way, because youre 
trying to convince a sole 
proprietorship who's got 
way too much on their plate 
that this intangible services 
practice is the single most 
valuable professional ser- 
vices model in America. 

We created a valuation 
tool. It was not online. That 
wasn't the way to do it back 
in 2006 or 2007. We liter- 
ally produced a 65-page 
written report. We put 
it inside of a hardbound 


leather cover. We gave them 
the data. We made it under- 
standable. And starting 
almost in year one, a thou- 
sand advisors a year made 
use of that valuation. 


WM: I’ve heard you say 
the No. 1 succession plan 
in this industry is attrition. 
Is that still the case or has 
that changed? 


DG: It’s still the case, but 
were making progress. 
This is still very much an 
industry of book builders 
and much less so business 
builders. We're making a 
dent in that. But we're still 
way into the first genera- 
tion of this process. This is 
going to take a couple gen- 
erations to get this figured 
out and to get it accepted 
from one generation to the 
next. 

If you're independent 
and you get to a certain 
age and you want to call it 
quits, what do you do with 
your client relationships, 
your AUM, all that recur- 
ring revenue, and of course 
your responsibility to the 
clients for the lifetime of 
their wealth? Nine out of 10 
advisors, and this has been 
a consistent number for 24 
years now that I’ve been 
doing this, said, “Well, yes, 
but I don’t want to sell, at 
least not in the near future. 
I like what I do. My clients 
depend on me. I do feel a 
responsibility. I don’t have 
any next generation talent 
behind me that’s ownership 
or entrepreneurial worthy, 
but I like what I do. I think 
I'll just keep doing it.” 


WM: That’s surprising 
because you hear about how 


there’s this flood of sellers 
coming on the market. 


DG: On average, over 

the course of the last 12 
months, the buyer to seller 
ratio is about 50 to 1. There 
are more sellers today than 
there were five years ago, 
10 years ago, 15 years ago, 
20 years ago. But I don’t 
think I’d call it a flood. I 
think a flood would be a 
good thing because it is an 
older and aging industry 
still. And if you're not going 
to build something that 
outlives you then sell it to 
someone who will. 


WM: Has the number of 
advisors who have formal 
succession plans changed 
over the years? 


DG: We do a thousand 
valuations every year. We 
do hundreds of succession 
plans in an industry with 
hundreds of thousands of 
independent advisors, prob- 
ably 75% of whom are book 
builders. We're making a 
little bit of a dent. There 
really aren't a lot of other 
companies that specialize 
in succession planning, 

and one reason is we've 

got a staff of 60 people to 
do this. A succession plan 
takes an appraiser. It takes 
a cash flow analyst. It takes 
a compensation specialist. 
It takes a couple of lawyers. 
It takes a tax specialist. You 
got to bring all those differ- 
ent skillsets focused on one 
problem for two different 
generations that under- 
stands what FINRA or an 
RIA under the SEC means. 


WM: How have structures 
of succession plans changed? 
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DG: One, we had to con- 
vince what we call G1, 

the founder, that they had 
value and that this would 
work. Once that box got 
checked, then we had to go 
talk to the next generation 
and say, “No, you would be 
wiser to invest in this exist- 
ing business, even as just 

a 10% equity shareholder 
initially. Build on top of 
that existing foundation 
and borrow the money on 
the way up. Bootstrap it.” 
So we had to convince one 
generation, then we had to 
convince the next. 

Then the biggest struc- 
tural change as a result of 
generations one and two 
talking to each other was, 
“Where does the money 
come from?” As recently as 
six or seven years ago, seller 
financing had to carry the 
day. The seller would liter- 
ally have to sell his or her 
own stock, go back to work 
the next day, be the primary 
breadwinner and leader in 
the firm, and then carry the 
paper and wait to get paid 
for 10 years. 

They didn't like it. So 
the direct answer to your 
question is the advent of 
bank financing. Live Oak 
Bank, SkyView. SBA loans, 
conventional loans, hav- 
ing banks step into the 
picture who would loan 
to a 30-something year 
old G2 who is still paying 
student loans. They got 
very little home equity. 
They got a family. They 
got cars. They've got debt 
to pay. They can get a 
loan, because the banks 
came to realize, 15 years 
after we started making 
the case, that, “Hey, wait a 
minute. This really is the 


“You're trying to 
convince a sole 
proprietorship 
who's got way 
too much on 
their plate that 
this intangible 
services practice 


is the single 
most valuable 
professional 
services model in 
America.” 
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“When interest 
rates climb 

and recessions 
loom, the 
buying advisors 
worry about 
where their 
assets under 
management 


are coming from 
too. How best 

to go get $200 
million of assets 
in a hurry? Buy 
them.” 
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.com/practice-management 


most valuable professional 
services model in America, 
if not the world.” And the 
banks got on board. It took 
a long time, but when they 
came on board, then the 
succession plans moved 
faster. G1 could take out 

a big check selling 20% of 
their ownership, still be the 
CEO, still be the majority 
owner, and start to de-risk 
their position. 


WM: What are some of 
the biggest mistakes advi- 
sors are making right now 
with succession planning? 


DG: I’m going to pin 

the responsibility on G1 
because G1 has been at this 
for 20 to 30 years, and it 
starts with them. First, got 
to start sooner. People don't 
realize that succession 
planning at a minimum 
takes 10 years to run and 
do its job. And the second 
issue is, take the process 
seriously and start to hire 
people. Don’t go out and 
look for entrepreneurs. 
Look for a successor team. 
How long does it take to 
put together a team that 
within 10 years will be 
your COO, CFO, CIO, 

and all equity owners who 
are willing to invest in 

the business? At least five 
to seven years to get that 
team assembled, and that’s 
assuming you do it right on 
the first trial. 


WM: How are current 
market conditions impact- 
ing advisors’ succession 
plans? Valuations? M&A 
activity? Are you con- 
cerned at all about some 
of the more aggressive 
players coming into the 


M&A space, paying lofty 
multiples, and holding a lot 
of debt on their books? 


DG: I’m not seeing M&A 
activity slow down at 
all. In fact, as the inter- 
est rates have climbed, 
it seems almost as if the 
buyers have gotten more 
aggressive. Second, the 
buyers have gotten bigger 
and stronger. They know 
what they're doing. They 
don’t acquire profusely. 
They acquire smartly. By 
and large, those are great 
options for many advisors, 
just not for all advisors, 
and probably not for most 
advisors. But it’s nice to 
have a choice. I think it’s 
a good thing. I’m glad 
they’re out there and I’m 
glad it is as a voracious and 
strong of a market as ever. 
But by the way, when 
interest rates climb and 
recessions loom, the buy- 
ing advisors worry about 
where their assets under 
management are coming 
from too. How best to go 
get $200 million of assets 
ina hurry? Buy them. So 
buyers have still been very 
strong and very aggres- 
sive, and from what we've 
seen, very well financed. 
I can't remember the last 
time I saw a buyer default 
on an acquisition. This is a 
good current strong group 
of buyers almost across 


the board. 


WM: What does the 
future of advisor transi- 
tions look like? 


DG: I think in one more 
generation, probably 
another 20 years, I think 
we're going to see suc- 
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cession planning become 
the norm. I think it'll be 
part of the culture. I think 
when G2 and G3 come to 
work, maybe as soon as 
they come out of a Texas 
Tech or San Diego State 
with a financial planning 
degree, they're going to sit 
down and interview for a 
job and they’re going to ask 
the owner, “Will I have an 
opportunity to buy equity 
and be part of your suc- 
cession plan?” When that 
happens, I think we'll have 
turned the corner. Not 
quite there yet, but I think 
the next generation starts 
to drive that issue. 


WM: What has it been 
like for you personally, 
professionally, to step back 
from the firm and watch 
your own succession plan 
play out? 


DG: I do not work in busi- 
ness operations anymore. 
For that, I am grateful. 
With the help of many, 
many others, we created 
our own internal succes- 
sion planning. We practiced 
what we preached, but we 
also hired people who were 
specialists in marketing, 
specialists in sales, special- 
ists in analytics and valua- 
tion and compensation and 
HR, all things that when 
you bring in specialists, 
they’re better at it than the 
founder. So I get up every 
morning. I’m an early riser 
now. I am client facing. 
That is the role that I like 
to play. I talk to advisors 
four or five times a day. I 
get to do the parts of the 
business I love. I’m going to 
stay involved for at least a 
couple more years. W 
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TAMP Users: Get 
Your House in Order 


MAKE SURE YOU CAN DEFEND YOUR TAMP SELECTION IN TERMS THAT 
BENEFIT YOUR CLIENTS. IF YOU CAN'T, MOVE NOW BEFORE AN SEC 
EXAMINER KNOCKS ON YOUR DOOR. BY SCOTT MACKILLOP 


TAMP users—are you 
on shaky ground? If you're 
not now, there’s a good 
chance you will be if/ 
when the Securities and 
Exchange Commission’s 
newly proposed rule on 
outsourcing by advisors 
becomes law. 

I've written a number 
of articles recently warn- 
ing advisors that the selec- 
tion of a TAMP to manage 
money for their clients is a 
fiduciary decision. 

I’m not sure how many 
advisors heeded my warn- 
ing, but the SEC is all over 
this issue now. The com- 
mission’s proposed rule 
covers not just outsourc- 
ing to TAMPs but also a 
wide variety of outsourc- 
ing activities that might 
affect an advisor’s deliv- 
ery of financial advice to 
clients. 

The SEC is not fool- 
ing around. It believes, 
and probably with some 
justification, that many 
advisors have been lax in 
doing their due diligence 
on the outsourced service 
providers they use. Rather 
than issuing a warning or 


a Risk Alert telling advi- 
sors to consider their fidu- 
ciary responsibilities when 
outsourcing, the proposed 
rule would mandate how 
that should be done. 

The SEC wants advi- 
sors to: 


e Have processes and 
procedures in place to 
organize and manage 
due diligence activities; 

e Perform a thorough due 
diligence examination 
before hiring a covered 
service provider; 

e Monitor the selection 
on an ongoing basis to 
ensure it continues to 
benefit clients; and 

e Keep books and records 
to document and justify 
the process. 


Whether you agree 
with the SEC’s approach 
or not, the message is 
clear. Selecting a TAMP 
is like selecting any other 
investment for your cli- 
ents’ portfolios. You've 
got to do your due dili- 
gence and put processes 
and procedures in place 
to make sure your selec- 


tion is in your clients’ best 
interests. And you've got 
to document and justify 
your choice. 

If you've been sticking 
with your current TAMP 
because youre a member 
of its “Old Timers Club,” 
you like its wholesaler, its 
conferences are really fun 
or it helps you with your 
marketing, guess what ... 
You're in trouble. None of 
those factors benefits your 
clients. 

It’ll be a while before 
the proposed rule is final- 
ized. But it’s not too early 
to get your house in order. 
Staying with your current 
TAMP because it’s old, big 
or familiar won't cut it. 
And you can’t justify your 
selection based on benefits 
you or your firm receive 
from the TAMP. 

Instead, you should be 
looking at issues like: 


e TAMP fees on a relative 
and absolute basis; 

e Internal expenses of the 
portfolios; 

e Long-term portfolio 
performance; 

e Investment process and 
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associated risks; 

e Experience, credentials 
and skills of the firm’s 
personnel; 

e Use of proprietary prod- 
ucts; 

e Conflicts of interest and 
hidden fees; and 

e Compliance record and 
other risk factors. 


You have choices. 
Make sure you can defend 
your TAMP selection in 
terms that benefit your 
clients. If you can’t, move 
now before an SEC exam- 
iner knocks on your door. 

The SEC doesn't need 
to wait until the rule is 
finalized to raise this 
issue. TAMP selection 
has always been subject to 
your fiduciary duties. 

If you weren't paying 
attention before, you have 
no excuse now. Get on 


solid ground. E 


Scott MacKillop is CEO 

of First Ascent Asset 
Management, a Denver- 
based firm that provides 
investment management 
services to financial advisors 
and their clients. 
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Meme Stocks: Turning 
Large Fortunes Into 
Small Ones 


ATTENTION-GETTING MEME STOCKS MAY PROVIDE INVESTORS WITH A THRILL, 
BUT IN THE LONG RUN GOING VIRAL HAS BEEN A BAD OMEN FOR FUTURE 
RETURNS. BY LARRY SWEDROE 


The Merriam- 
Webster Dictionary 
defines a meme as “an 
amusing or interesting item 
(such as a captioned picture 
or video) or genre of items 
that is spread widely online 
especially through social 
media.” Memes have gained 
increasing relevance as the 
Internet and social media 
have grown. They allow 
people to rapidly spread 
ideas as the multiplicative 
effect of sharing posts can 
cause them to “go viral.” 
In terms of investing, a 
“meme stock” refers to a 
company that has gained 
viral popularity due to 
heightened social senti- 
ment. Similarly, the devel- 
opment of chat rooms and 
discussion boards in the 
late 1990s allowed inves- 
tors to promote stocks, 
contributing to the dot- 
com bubble that eventually 
burst in spectacular fashion 
in March 2000. 
Unfortunately, investors 
didn't learn from that expe- 
rience. The meme stock 
phenomenon reemerged 
in 2020 via the Reddit 
forum wallstreetbets, where 
legions of small but active 


retail stock traders shared 


strategies and coordinated 
their investment firepower. 
The biggest target was 
GameStop, a distressed 
video game retail company 
with shares widely shorted 
by institutional traders. Yet 
meme stock traders, coor- 
dinating through Reddit, 
bought and held, and the 
share price rose “as much 
as 100x over the course of 
several months as members 
of its meme community 
crafted a spectacular short 
squeeze,” according to 
Investopedia’s entry on 
meme stocks. Meme stocks 
became so popular that in 
March 2021, one asset man- 
ager created a meme stocks 
exchange traded fund: 


VanEck Social Sentiment 
(BUZZ). More on that later. 
Is meme investing a 

good idea? Let’s review 

the research on the role of 
investor sentiment in stock 
returns. 


Investor Sentiment 
We can define investor 
sentiment as the propensity 
of individuals to trade on 
noise and emotions rather 
than facts. Sentiment rep- 
resents investors’ beliefs 
about future cash flows 
that the prevailing funda- 
mentals cannot explain. 
Research—including the 
2006 study “Investor 
Sentiment and the Cross- 
Section of Stock Returns,” 
the 2012 studies “Global, 
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Local, and Contagious 
Investor Sentiment” 

and “The Short of It: 
Investor Sentiment and 
Anomalies,” and the 2018 
study “Investor Sentiment: 
Predicting the Overvalued 
Stock Market”—has found 
that such activity can lead 
to mispricing, especially for 
hard-to-arbitrage stocks 
and during periods of 
high investor sentiment. 
Eventually, any mispric- 
ing would be expected 

to be corrected when the 
fundamentals are revealed, 
making investor sentiment 
a contrarian predictor of 
stock market returns. 

The research has also 
found that overpricing is 
more prevalent than under- 
pricing because investors 
with the most optimistic 
views about a stock exert 
the greatest effect on the 
price; their views are not 
counterbalanced by the 
relatively less optimistic 
investors inclined to take 
no position if they view 
the stock as undervalued, 
rather than a short posi- 
tion. Thus, when the most 
optimistic investors are 
too optimistic, overpricing 
results. Underpricing on 
sentiment is less likely. 

Research, including 
the 2009 study “Do Retail 
Trades Move Markets?,” 
the 2014 study “Industry- 
Based Style Investing” and 
the 2018 study “Behavioral 
Biases in the Corporate 
Bond Market,” has found 
that retail investors tend 
to be the “noise traders” or 
“dumb money” and trade 
on sentiment. Examples 
of times when investor 
sentiment ran high are 
the 1968-69 electronics 
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bubble, the biotech bubble 
of the early 1980s and the 
dot-com bubble of the 

late 1990s. Sentiment fell 
sharply, however, after 

the 1961 crash of growth 
stocks, in the mid-1970s 
with the oil embargo and in 
the crash of 2008. On the 
other hand, institutional 
investors are seen as “smart 
money’ and tend to trade 
against the stocks with 
high investor sentiment. 


Institutional 
Ownership 

Zhenyu Gao, Jiang Luo, 
Haohan Ren and Bohui 
Zhang, authors of the 
September 2022 paper 
“Institutional Investors 

and Market Sentiment: A 
Revisit,” used a comprehen- 
sive data set of institutions’ 
long and short positions to 
examine their trading pat- 
terns during periods of high 
investor sentiment (using 
the Baker and Wurgler 
measure of investor senti- 
ment). They constructed a 
sample of U.S. institutional 
investors’ quarterly 13-F 
filings and the Baker- 
Wurgler (BW) sentiment 
measure over the period 
from the second quarter of 
1980 to the fourth quarter 
of 2018. The BW sentiment 
measure contains five met- 
rics: the dividend premium 
(the difference between the 
average market-to-book 
ratio of dividend payers and 
nonpayers), the closed-end 
fund discount, number of 
IPOs, first-day returns on 
IPOs and the equity share 
in new issues. (Data is avail- 
able at Jeffrey Wurgler’s 
New York University 
webpage.) They also used 
two other measures of 


sentiment from the litera- 
ture, Investor Sentiment 
Aligned: A Powerful 
Predictor of Stock Returns 
and Manager Sentiment 
and Stock Returns, both 
of which tended to move 
together with the BW 
measure. They found that, 
on average, institutional 
investors bet against senti- 
ment traders and correct 
overvaluations, making the 
market more efficient. “The 
evidence is consistent with 
the notion that institutional 
investors cope with market 
sentiment rationally; when 
market sentiment is at a 
high level, they, on average, 
sell (or buy less), especially 
for high-volatility stocks’— 
those meme stocks. 
Investor emotions and 
enthusiasms have played 
a major role in driving 
stock prices. However, the 
COVID-19 pandemic may 
have caused such emotional 
trading to reach a historic 
peak as groups of shut-in 
amateur investors piled 
into the fun-seeking meme 
stocks with little regard for 
economic fundamentals. 
What has been the result? 
Thanks to the research 
team at Counterpoint 
Mutual Funds, we can 
examine the relative perfor- 
mance of the meme stocks. 
Counterpoint defined 
meme stocks as those that 
have more than 5% of their 
market capitalization trad- 
ed daily (more than 100% 
turnover per month). The 
following charts show the 
performance of the high- 
sentiment/attention stocks 
relative to the performance 
of the rest of the market, 
with portfolios rebalanced 
monthly, over the periods 
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1998-2001 and January 
2018-October 2021. 

As you can see, the early 
2020s basically mirror the 
peak of the dot-com bubble. 

The chart on page 
28 shows the returns of 
the meme stocks, with 
monthly rebalancing, from 
November 1991 through 
October 2022. Over the 
period, the high-attention 
meme stocks returned 
-11.89% per annum, under- 
performing the nonmeme 
stocks, which returned 
9.64% per annum, by 21.65 
percentage points per year. 

The chart demonstrates 
that while attention-getting 
meme stocks may provide 
investors with a thrill to 
hold as they become objects 
of interest, in the long run 
reaching meme status has 
been a bad omen for future 
returns. As you can see 
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Return of U.S. High Attention Stocks Vs. Remaining Stocks, 1991 - Present 
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High Attention 


from the trajectory of the 
grey line, buying “high- 
attention” meme-like stocks 
as attention is peaking has 
a negative expectation. 
The green line, meanwhile, 
shows “remaining” stocks. 
Their historical returns 
have been much more 
positive than those of their 
high-attention cousins. 

All the above data 
doesn’t even include trad- 
ing costs, which are likely 
to be high because meme 
stocks tend to be not only 
more volatile but also less 
liquid. To see how a live 
fund of meme stocks per- 
formed, we will examine 
the performance of the 
aforementioned VanEck 
Social Sentiment ETF 
(BUZZ), which we believe 
encapsulates meme stocks 
and is a proxy for how 
meme stocks perform. 


BUZZ Stocks 
Since BUZZ is relatively 


Remaining 


new, we used the backtest 
tool at Portfolio Visualizer 
to examine how the stocks 
would have performed 
over time. According to 
Portfolio Visualizer’s calcu- 
lations (more fully detailed 
on its website), from its 
inception in April 2021 
through December 2021, 
the fund lost 3.5% and 
thus underperformed the 
Vanguard S&P 500 ETF 
(VOO), which returned 
21.1%, by 24.6 percentage 
points. In 2022, through 
Nov. 16, BUZZ lost 40.6%, 
underperforming VOO, 
which lost 15.8%, by 24.8 
percentage points. Noting 
that BUZZ has an expense 
ratio of 0.75%, the lesson 
is that underperformance 
doesn’t come cheap; you 
pay dearly for it. 

The takeaway for inves- 
tors is to avoid being a noise 
(and meme) trader. Don’t 
get caught up in following 
the herd over the invest- 
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ment cliff. Stop paying 
attention to prognostica- 
tions in the financial and 
social media. Most of all, 
have a well-developed, 
written investment plan. 
Develop the discipline 

to stick to it, rebalancing 
when needed and harvest- 
ing losses as opportunities 
present themselves. In other 
words, act more like an 
institutional owner and less 
like an amateur message 
board poster. W 


Larry Swedroe has authored 
or co-authored 18 books 

on investing. His latest is 
Your Essential Guide to 
Sustainable Investing. All 
opinions expressed are solely 
his opinions and do not reflect 
the opinions of Buckingham 
Strategic Wealth or its affili- 
ates. This information is pro- 
vided for general information 
purposes only and should not 
be construed as financial, tax 
or legal advice. 
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When teenagers are 
applying to a college, they 
often gauge their chances 
by looking at a university’s 
overall acceptance rate. 
That statistic, however, 
rarely tells the whole story. 
Here’s an example: 
The acceptance rate at 
California State Polytechnic 


University, Pomona, a popu- 
lar school that specializes in 
practical majors like engi- 
neering, food science and 
architecture, has an overall 
acceptance rate of 61%. 

That acceptance rate 
would seem doable for 
smart students. What your 
clients and their children 


mic Majors 
Can Impact College 
Acceptance Rates 


MANY COLLEGES’ ACCEPTANCE RATES CAN VARY SIGNIFICANTLY BY ACADEMIC 
MAJOR. 


don’t understand, however, 
is that whether a student 
gets accepted to a college 
can highly depend on the 
teenager’s declared aca- 
demic major. 

I recently helped a fam- 
ily friend’s daughter think 
strategically about declar- 
ing a major on her applica- 
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tion to Cal Poly Pomona. 
Maria, who will be apply- 
ing to this school, has a 3.3 
grade point average. At this 
school, an applicant must 
declare a major on their 
application, and they have 
the option of including a 
second choice. 

Knowing that plenty 
of schools use the declared 
major in their acceptance 
decisions, I contacted the 
admissions office at Cal 
Poly to see what the odds 
for acceptance would be 
for different majors that 
interested Maria. While 
the rep didn’t give me 
acceptance rates for dif- 
ferent majors, she did 
share the average GPA for 
accepted students for spe- 
cific academic disciplines. 

Maria’s No. 1 pick for 
a major was originally 
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architecture, and that wor- 
ried me because I knew 
that few state universities 

in California offered archi- 
tecture so the competition 
would be fierce. And sure 
enough, the admissions rep- 
resentative told me that the 
average GPA for successful 
applicants wanting to major 
in architecture was 4.07. 

Her second choice was 
business, for which suc- 
cessful applicants have an 
average GPA of 3.5. We 
focused on international 
business since she is bilin- 
gual, and we thought there 
might be less competition 
for this business major 
because of a foreign lan- 
guage requirement. 

I told Maria that her 
chances of getting into Cal 
Poly’s architecture pro- 
gram were just about nil. I 
advised her not to risk get- 
ting rejected by putting this 
as her first choice. Instead, 
I asked her if she’d be inter- 
ested in urban planning, 
which was probably the 
closest major to architec- 
ture offered at the school. 
The average successful 
applicant for an urban- 
planning major has a 3.1 
GPA. And finally, based on 
my conversation with her, 
I suggested that she might 
want to look at the school’s 
hospitality major, which 
operates its own hotel and 
restaurant. The average 
GPA for that major is 2.5. 

Unfortunately, many 
schools will not share the 
kind of information that I 
got from Cal Poly. When 
I called San Diego State 


University, for instance, the 
admissions rep would tell 
me only the overall average 
GPA of students who are 
accepted. Unfortunately, 
San Diego State lets 
applicants choose only 

one major, so there is no 
fallback to include. When I 
asked about the feasibility 
of choosing “undeclared” as 
a major, the San Diego State 
rep said it was one of the 
more competitive options. 

Luckily, most col- 
leges and universities allow 
applicants to choose an 
alternative major. College 
Transitions, a national 
college counseling firm 
that shares free, invaluable 
college information on its 
website, maintains a list of 
selective schools that indi- 
cates if a secondary pick 
is allowed. 

College Transitions 
published an excellent post 
on its blog focusing on the 
need to be careful when 
selecting academic majors. 
“We strongly feel,” the 
authors stated, “that choice 
of major is one of the least 
discussed and most highly 
impactful components of 
the college application deci- 
sion-making process.” 

The post offered a few 
examples of what kind of 
academic profiles are nec- 
essary for different areas 
of study. It included statis- 
tics for the University of 
California, Berkeley, which 
doesn't release freshman 
admission data by major, 
but it does provide infor- 
mation for transfer stu- 
dents. At Berkeley, only 4% 


of transfer applicants were 
accepted for computer sci- 
ence, as well as business 
administration. In con- 
trast, the school accepted 
53% of art history majors, 
58% of American studies 
majors and 51% of philoso- 
phy majors. 

At the University 
of Illinois Urbana- 
Champaign, accepted edu- 
cation majors had earned 
SAT scores with a middle 
50% range of 1160 to 1350 
and an unweighted GPA 
of 3.36 to 3.80. In contrast, 
the middle SAT range for 
accepted engineering stu- 
dents was much higher at 
1440 to 1540 anda GPA 
range of 3.75 to 4.0. 

While it makes sense 
to think strategically when 
declaring a major, the U.S. 
Department of Education 
has said that about 30% 
of undergraduates end up 
switching majors at least 
once. This makes sense 
because teenagers are 
exposed to only a limited 
number of academic disci- 
plines in high school, which 
is why college is ideally 
supposed to offer an oppor- 
tunity to explore different 
disciplines. 

The reality, however, 
is that it can be difficult 
at some universities to 
change majors or move 
from one college within a 
school to another, such as 
from engineering to busi- 
ness. That’s why it’s impor- 
tant to determine how easy 
or difficult it is to switch 
majors when exploring 
individual schools. W 


It can be 
difficult at some 
universities to 
change majors 
or move from 
one college 

to another. 
That’s why 

it’s important 
to determine 
how easy or 
difficult it is to 
switch majors 
when exploring 
individual 
schools. 


Lynn O’Shaughnessy 


is a nationally recognized higher-ed 
speaker, journalist and author of The 
College Solution. She 
writes about college 

for CBS MoneyWatch 
and her own blog, 
TheCollegeSolution.com. 
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IRA 


Individual Retirement Account 


Tax day will be here 
before you know it, as 
will the associated annual 
last-minute scramble to 
open and/or fund the vari- 
ous individual retirement 
accounts for your clients 
before the deadline hits. 
To ease the stress for 
everyone involved, it’s 
better to start the process 
sooner rather than later. 
Here are some less- 
conventional ways for you 
to give your clients every 


opportunity to sock away 
all the money they can 
toward retirement. 


IRAs 
For the 2022 tax year, the 
IRA contribution limits are 
still the maximum of the 
lesser of the IRA owner's 
earnings or $6,000 and 
$7,000 if the IRA owner 
was at least 50 years old 
during 2022. 

Beginning in 2020, the 
age limit on IRA and Roth 


Start Working Now 


on IRA and Roth IRA 
Contributions 


TO EASE THE STRESS FOR EVERYONE INVOLVED, IT'S BETTER TO START THE 
PROCESS SOONER RATHER THAN LATER. BY KEVIN MCKINLEY 


IRA contributions was 


removed, so qualifying con- 
tributors of any age are free 
to make the deposit. 

However, the deduct- 
ibility of the IRA is depen- 
dent upon whether the 
depositor (and their spouse, 
if applicable) is also covered 
by an at-work retirement 
plan, such as a 401(k). 

If so, then the deduct- 
ibility of the IRA deposit is 
dependent upon filing sta- 
tus and modified adjusted 


gross income (MAGI). 

More information on 
the eligibility for deduct- 
ing IRA deposits is avail- 
able via Publication 590 at 
www.irs.gov. 


Roth IRAs 

The contribution limits are 
the same for Roth IRAs for 
the 2022 tax year as they 
are for IRAs. And there are 
income limits as well, again 
based on MAGI. 

For single filers, maxi- 
mum Roth IRA contribu- 
tion amounts are reduced 
starting at $129,000 
MAGI for 2022, and it’s 
phased out completely at 
$144,000 MAGI. 

For married couples fil- 
ing jointly, those amounts 
are $204,000 to $214,000. 

Assuming your clients 
are eligible but hesitant to 
make a contribution to a 
Roth IRA, remind them 
that the contribution por- 
tion of a Roth IRA can be 
withdrawn at any time, for 
any reason, with no taxes 
whatsoever. 

And the IRS allows 
those withdrawing money 
from a Roth IRA to des- 
ignate all withdrawals as 
“contributions” until the 
total amount contributed 
is exhausted (which is also 
a good reason for you and/ 
or your clients to document 
their contributions to these 
accounts). 

That means clients can 
slide money from their 


Kevin McKinley 

is principal/owner of McKinley Money 
LLC, an independent 
registered investment 
advisor. He is also 

the author of Make 
Your Kid a Millionaire 
(Simon & Schuster). 
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As of now certain 
clients whose 
high incomes 
would normally 
preclude Roth 
IRA contributions 


can still put 
money in via a 
“backdoor” Roth 
IRA. 
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checking, savings and 
rainy-day funds into Roth 
IRAs, with the comfort of 
knowing that the contribu- 
tions can be taken back out 
at any time if needed. 


Don’t Forget the 
Spouse ... 

Obviously if both members 
of a married couple have 
earned income, you should 
fund the optimal retire- 
ment account for each one 
of them. 

But even if only one 
member of the couple has 
earnings, you can still 
make contributions for 
both partners. 

The amount that can be 
deposited into the spousal 
account is subject to the 
same contribution and 
income eligibility limits. 
The total of the contri- 
butions on behalf of the 
couple also can’t exceed the 
working spouse’s earnings. 


.. Or the Kids 

The children or grandchil- 
dren of your clients are cer- 
tainly eligible to make IRA 
or Roth IRA contributions, 
as long as the kids have 
legitimate taxable earned 
income on which to base 
the contribution. 

If the child is an adult, 
you will likely have to con- 
tact them directly to estab- 
lish the account, arrange 
funding and discuss invest- 
ment options. 

If the kids are consid- 
ered minors in their state 
(usually under age 18), an 
adult will have to serve as 
the custodian of the account 
until the child reaches the 
“age of majority.” 

Best of all, the kids don’t 
even have to use their own 


money to fund the retire- 
ment account. A parent, 
grandparent or anybody 
else can make the deposit 
for the child. But those 
benevolent benefactors 
should be aware that the 
deposit is a “gift” to the 
retirement account owner 
and can't be taken back. 


Backdoor Roth 
IRAs 

Despite legislative rum- 
blings that this maneuver 
would be disallowed, as of 
now certain clients whose 
high incomes would nor- 
mally preclude Roth IRA 
contributions can still put 
money in via a “backdoor” 
Roth IRA. 

First, clients make a 
nondeductible contribu- 
tion to their IRA, subject 
to the usual limits on 
amounts, and having 
earned income on which 
to base the deposit. Then 
the clients convert the IRA 
to a Roth IRA, and should 
probably do so immediate- 
ly to avoid complications 
from any interest or gains 
earned while the money is 
held in the IRA. 

But a big hurdle exists 
in the form of the “pro rata” 
rule, which says that when 
clients convert an IRA to a 
Roth IRA, the IRS will cal- 
culate the taxation propor- 
tionally among the pretax 


balances of all of the clients’ 


IRA accounts. 
Therefore, it’s best to 
consider this tack only if 
the clients have no other 
balances in pretax IRAs. 


An Extra Incentive 
The Saver’s Credit is an 
additional financial entice- 
ment to get certain workers 
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to set aside money in an 
IRA or Roth IRA (or 401 (k), 
403(b), 457(b), SARSEP or 
SIMPLE plan). 

The amount of the 
credit can be up to 50% of 
the depositor’s contribu- 
tion amount, depending on 
filing status and adjusted 
gross income. The maxi- 
mum dollar amount of the 
credit is $1,000 for single 
filers and $2,000 for mar- 
ried couples filing jointly. 

The depositor must 
also be age 18 or older, not 
claimed as a dependent on 
another person’s return 
and not a student (defined 
by the IRS as “enrolled as 
a full-time student at a 
school during any part of 
five months of the tax/cal- 
endar year”). 

More information on 
the Saver’s Credit can be 
found in Form 8880 at 
WWW.irs.gov. 


Make 2023’s 
Contribution, Too 
While youre talking about 
IRA or Roth IRA contri- 
butions with clients for 
the 2022 tax year, there’s 
nothing to stop your clients 
from making the same 
contribution to the same 
account after Jan. 1 for the 
2023 tax year. 

The contribution limits 
bump up $500 for 2023. 

Just make sure that 
clients will likely still meet 
the eligibility requirements 
in 2023 to make the corre- 
sponding contribution. 

And a year from now, 
don’t accidentally make a 
duplicate contribution for 
the clients. Otherwise, it 
will take even more work 
to take that money back out 
than it did to put itin. E 
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Helping Clients Today 
Prepare for the IPO 
Market of Tomorrow 


THERE ARE ACTIONS THAT BUSINESS OWNERS CAN TAKE NOW WHILE WE WAIT 
FOR THE RESURGENCE OF IPO ACTIVITY. BY STEVE WITTENBERG 


Going public can be 
one of the biggest changes 
for clients who have their 
own business. The idea of 
an IPO at any given time 
can be overwhelming, but 
especially today, as hun- 
dreds of companies wait for 
better market conditions. 
But, are there actions that 
can be taken now while we 
wait for the resurgence of 
IPO activity? The answer is 
always yes: While we have 
no crystal ball on when the 
market may start to look 
more attractive for IPOs, 
there’s always room for 
proactivity. The IPO prepa- 
ration process should start 
at least one year in advance. 
If you have ultra-high- 
net-worth (UHNW) clients 
thinking about taking their 
businesses public, you can 
help play a key role in the 
preparation process. 


Building a Team 
IPOs require a host of 
“teammates.” Surrounding 
your client with the right 
professionals is a critical 
first step. An IPO team will 
often consist of a fiduciary 
financial advisor, a CPA/ 
tax advisor, an estate plan- 
ning attorney, and can 


DBLEF 


also include underwriters, 
investment strategists, 
broker/dealers, valuation 
experts, business brokers, or 
family consultants, depend- 
ing on your client’s needs. If 
you have a strong relation- 
ship with your client, you 
might be able to assist in 
building out the team to 
ensure all needs are met. 
All of the profession- 
als on the team will work 
proactively together to sup- 
port the client’s transition. 
Surrounding the client with 
the right professionals can 
be just as important as mak- 
ing the actual decisions. Not 
only should this team have 
experience with IPOs and 
M&As, but they should also 
have a high level of emo- 
tional intelligence. If this 
is a client's first IPO, they 
may be facing sophisticated 
personal wealth planning 
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for the first time, and the 
choices your team makes 
can impact their way of life. 
You and the rest of the team 
are there to help prevent 
regrets, reduce uncertainty 
and help give them the con- 
fidence they need to make 
the right decisions. 


Getting Organized 
A good plan starts with a 
foundation of good infor- 
mation, including gathering: 


1. Personal estate planning 
documents; 

2. Corporate plan docu- 
ments; 

3. Human resource and 
benefits documents; and 

4. A summary of the com- 
pany assets, organized by 


equity type. 


You and the rest of the 
advisory team can take 
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this time to help a client 
get all relevant documents 
together, understand how 
the above assets will be 
impacted by the IPO, and 
review lockup periods and 
restrictions on liquidity 
around the potential trans- 
action. Depending on the 
asset, summarize their key 
terms, including the vesting 
schedule, exercise prices, 
expiration dates, double 
triggers and, most impor- 
tantly, how they are treated 
for tax purposes. 

For example, incentive 
stock options (ISOs) may 
have minimum tax credits 
that can offset taxes if the 
client exercised options in 
the past. Qualified small 
business stock (QSBS) can 
be in either short-term or 
long-term capital gain posi- 
tions, and you will need to 
know information such as 
their adjusted cost basis, the 
day they were executed, and 
whether they met their five- 
year holding requirement. 


Setting Goals 
While it’s important to take 
this time to make techni- 
cal preparations, it’s also 
important to guide your cli- 
ent through discovery and 
reflection during the goal- 
setting process. Help your 
client conceptualize what 
they want and need from 
this transaction—for them- 
selves, their family and their 
community. Rather than 
fixating on a number, you 
can begin to define what 
success may look like and 
set a framework for mea- 
suring against benchmarks 
throughout the process. 

An understanding of 
a client’s personal and 
business values comes 
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from asking the right (and 
potentially uncomfortable) 
questions: Who will their 
decisions affect (partners, 
employees, family) and 
how? How does the client 
want to support their fam- 
ily? Should they transfer 
assets to them now, later 
or at all? Will they want to 
be involved in the business 
after the IPO? How might 
they want to support the 
community? These are not 
light questions—and may 
take a while to find answers 
to—but those answers will 
help them create a list of 
priorities to guide future 
decision-making. 


Planning and 
(Eventually) 
Executing 

An IPO or business-related 


liquidity event can result 
in many new concerns and 
life changes. This is why it’s 
so important to be proac- 
tive and outline a compre- 
hensive, multiyear plan that 
sets reasonable expecta- 
tions, prevents unnecessary 
family tension and provides 
needed leadership to the 
business during the event. 
A plan is never complete 
until the client communi- 
cates their thoughts, goals 
and expectations to key 
family members, decision- 
makers and personal advi- 
sors. With this openness, 
you will be more likely to 
create an optimal outcome 
for all those involved, and 
make room for plans to 
change as the client and 
their business evolves. 

The process of going 


public can be incredibly 
difficult, but today’s market 
presents clients with an 
opportunity to preplan, 
creating flexibility down 
the line. It can be of signifi- 
cant value to not rush the 
planning process and to 
have used every moment to 
carefully think about how 
to best meet their objectives. 
Rather than push off impor- 
tant and strategic conversa- 
tions until the IPO market 
is looking more attractive, 
use this down time with 
your clients to strategically 
plan, and it may lead to bet- 
ter outcomes when the mar- 


ket picks back up. E 


Steve Wittenberg is the director 
of legacy planning for SEI'’s 
Private Wealth Management 
business. 


If this is a 
client’s first 
IPO, they may 
be facing 
sophisticated 
personal wealth 
planning for the 


first time, and 
the choices your 
team makes can 
impact their way 
of life. 
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Toward a New Social 


Insurance Era 


THERE IS A GOOD REASON TO WORRY ABOUT THE AMERICAN RETIREMENT SYSTEM. 


IT'S NOT A SYSTEM AT ALL, BUT A PATCHWORK OF PROGRAMS AND PRODUCTS. 


BY MARK MILLER 


When | hear from 
readers who are worried 
about the future of Social 
Security or Medicare, their 
questions and comments 
often take a passive tone— 
“what will happen to me 

if they cut my benefits,” or 
“what happens if they allow 
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Mark Miller is a journalist 
and author who writes about trends in 
r g retirement and aging. 
He is a columnist 

for Reuters and 
also contributes to 
Morningstar and the 
AARP magazine. 


the Social Security trust 
funds to become insolvent.” 
But this is a book about 
action steps you can take 

to improve your personal 
retirement outlook. Social 
Security and Medicare both 
have played critical roles in 
improving the lives of mil- 
lions of Americans, but as 
has happened throughout 
their history, these pro- 
grams need to change, and 
do more. Or, better put: We 
need to advocate for chang- 
es in these programs so that 
they can serve us better. 


And we do have the 
power to make retirement 
more secure. We can do 
that by strengthening and 
expanding our two most 
critical social insurance 
programs for retire- 
ment: Social Security and 
Medicare. 

There is good reason to 
worry about the American 
retirement system as it is 
today. In fact, it’s not a sys- 
tem at all, but a patchwork 
of programs and products. 
Over the past four decades, 
we have witnessed the rise 
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Commonsense Financial Strategies 
for Getting Back on Track 


of a tax-deferred saving sys- 
tem that has accrued wealth 
for the affluent, and has 

not come close to closing 
the gap left by the decline 

of traditional pensions. 
Health care out-of-pocket 
costs have eroded seniors’ 
standard of living. We have 
failed to protect seniors 
against the ruinous poten- 
tial risk of a long-term 

care need. Elder poverty 

is far lower than it was 50 
years ago, but far too many 
seniors struggle to meet 
their living expenses—or, 
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they are one financial 
emergency away from ruin. 

So, let’s consider the 
profound impact that 
social insurance has had 
on American life, and how 
the role that Social Security 
and Medicare both play 
might be renewed and 
expanded. 

The very phrase social 
insurance has fallen into 
disuse—it’s rare to find it 
in newspaper or maga- 
zine headlines or stories 
these days, although it is 
used commonly by policy 
experts. We call these 
programs social because 
they bring us together as a 
society—with the federal 
government serving as plan 
sponsor. We call them 
insurance because Social 
Security and Medicare pro- 
tect us from certain risks. 
Everyone who contributes 
is protected. Together, we 
pool our risks and our 
responsibilities. 

But over the past three 
decades, we've moved 
away from this collective 
approach, and toward 
market-driven products 
and services offered to indi- 
viduals by corporations, 
often wrapped up in tax 
incentives. Need retirement 
income? Save in a 401(k) 
or IRA. Worried about the 
high cost of health care 
in retirement? You need a 
Health Savings Account. 

Is the ruinous cost of 
long-term care a concern? 
Maybe a long-term care 
insurance policy is what 
you need. Even Medicare 

is rapidly morphing into a 
suite of “plans” offered by 
private companies in insur- 
ance “marketplaces.” 

Some of these market- 


driven products have 
worked well for higher- 
income households, but 
they have failed to serve the 
needs of middle- and lower- 
income Americans. It’s 
time for the pendulum to 
swing back to social insur- 
ance. Indeed, we need a 
new American era of social 
insurance. 


Roots and 
Beginnings 

The American social insur- 
ance system has its roots 

in the economic devasta- 
tion wrought by the Great 
Depression. Roughly 
10,000 banks had failed, 
and the size of the gross 
national product had been 
sliced in half. In 1933, 40% 
of the U.S. workforce was 
unemployed, millions were 
traveling the country look- 
ing for any work they could 
find, and hundreds of thou- 
sands had lost their homes 
and savings. And in 1934, 
over half of the elderly pop- 
ulation was impoverished. 
Nancy J. Altman writes in 
her book The Battle for Social 
Security: From FDR’s Vision 
to Bush’s Gamble: 


Those unable to work 
almost always moved in 
with their children. Those 
who had no children or 
whose children were unable 
or unwilling to support 
them typically wound up in 
the poorhouse. The poor- 
house was not some ancient 
Dickensian invention; it 
was a very real means of 
subsistence for elderly people 
in the world immediately 
preceding Social Security. 


When Social Security 
became law, every state 
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but New Mexico had 
poorhouses (sometimes 
called almshouses or poor 
farms). The vast majority of 
the residents were elderly. 
Most of the “inmates,” as 
they were often labeled, 
entered the poorhouse late 
in life, having been inde- 
pendent wage earners until 
that point. A Massachusetts 
Commission reporting in 
1910 found, for example, 
that only 1% of the resi- 
dents had entered the alms- 
house before the age of 40; 
92% entered after age 60. 
The existence of the 
poorhouse is foreign today, 
except perhaps for phrases 
we use but don’t under- 
stand, such as, “You're driv- 
ing me to the poorhouse!” 
But for hundreds of years, 
millions of elderly and 
disabled people and oth- 
ers found themselves as 
“inmates” in these homes, 
alongside able-bodied 
workers who exchanged 
their labor for shelter. 
States had begun 
responding to the economic 
need of the elderly in the 
years leading up to passage 
of the Social Security Act 
in 1935. Thirty states had 
some form of means-tested 
old-age pension, but these 
programs were paying 
meager benefits to a very 
small number of the elderly. 
Populist movements 
arose demanding change. 
Huey Long, the radical 
populist senator from 
Louisiana, called for the 
federal government to 
guarantee every family an 
annual income of $5,000. 
Everyone over age 60 would 
receive an old-age pension. 
Francis E. Townsend, 
a California doctor who 
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found himself out of work 
in 1933, was galvanized 

to become a champion of 
the elderly. He developed 
the Townsend Plan, which 
called for the government 
to provide a $200 monthly 
pension to every citizen 
age 60 or older, funded 

by a 2% national sales tax. 
The only requirement to 
receive a benefit was that 
the person must be retired, 
have no criminal record 
and that the money would 
have to be spent within 

30 days of receipt. Dr. 
Townsend published his 
plan in a local Long Beach 
newspaper in early 1933 
and within about two years 
there were 7,000 Townsend 
Clubs around the country 
with more than 2.2 million 
members actively work- 
ing to make the Townsend 
Plan the nation’s old-age 
pension system. 

Some states responded 
to the crisis of the Great 
Depression by creating 
unemployment insurance 
systems—a precursor to 
social insurance in that 
they pooled together pre- 
miums paid by employers 
and workers in order to 
pay benefits. But these 
local systems were difficult 
to launch and fund in the 
midst of the economic cri- 
sis. Wisconsin was the first 
state to create such a sys- 
tem, and its architects were 
students of the first real 
social insurance program, 
which was enacted in 1883 
in Germany. Chancellor 
Otto von Bismarck created 
a national health insurance 
program for wage earners, 
and went on to add work 
compensation, retirement, 
disability, and survivors’ 


benefits. That system was 
soon copied in many other 
European countries. 

When Franklin Delano 
Roosevelt decided to 
address elder poverty as 
part of his New Deal, he 
recruited some of these 
students of the European 
system to join him in 
Washington to create 
Social Security, which was 
passed into law in 1935. 
By contrast to the eco- 
nomic radicalism offered 
by populists such as Huey 
Long, social insurance is 
a much more mainstream 
concept—it is government- 
sponsored, but relies on the 
principle that it is a benefit 
earned through work. In 
this sense, social insurance 
is very different from the 
American concept of wel- 
fare, which is paid on the 
basis of need. 

The concept of retire- 
ment as a time of indepen- 
dence began with the enact- 
ment of Social Security. 

In the 1930s we had no 
meaningful system of pen- 
sions. Retirement saving 
programs such as 401(k)s 
or commercial annuities 
did not exist. While some 
employers offered old-age 
pensions, relatively few 
employees were covered, 
and the arrangements were 
extremely insecure. 

Together with Social 
Security, President 
Roosevelt considered the 
creation of a universal 
health insurance program. 
He abandoned the idea in 
the face of ferocious oppo- 
sition from the American 
Medical Association 
(AMA), because he feared 
that it could jeopardize 
passage of Social Security 
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by Congress. But discus- 
sion of the idea lit the flame 
for an active discussion 

of the topic that contin- 
ued into the Truman and 
Kennedy administrations. 
Legislation proposing uni- 
versal health insurance was 
introduced in Congress 
every year, beginning in 
1939. But opposition from 
the AMA and other power- 
ful health care industry 
forces continued. The fierce 
opposition finally prompt- 
ed advisors to President 
Truman to propose scaling 
the plan back to cover the 
elderly as a first step to a 
more universal program, 
but even that met fierce 
opposition. Theodore 
Marmor and Jonathan 
Oberlander write: 


In 1957, AMA President 
David Allman declared the 
Medicare proposal “at least 
nine parts evil to one part 
sincerity” and “the begin- 
ning of the end of the pri- 
vate practice of medicine.” 
Ronald Reagan warned in 
a 1962 AMA recording that 
if Medicare passed, then 
“behind it will come other 
federal programs that will 
invade every area of free- 
dom as we have known it in 
this country.” 


Medicare started as a 
very limited idea: provide 
just 60 days of insurance for 
hospitalization, and only for 
seniors enrolled in Social 
Security. The very idea of 
creating a health insurance 
program offered only to the 
elderly was peculiar and 
unique to the United States 
among major industrial 
nations. But it had some 
logical and political appeal. 
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These Americans had the 
lowest income (since they 
were retired), and had 
higher medical costs due to 
age. The mean health care 
cost for an elderly couple 
was $442 in 1962—$4,022 
in today’s dollars. But 

11% experienced much 
higher expenses: $9,000 in 
today’s dollars. 

The elderly were also 
the most likely to be unin- 
sured. In 1952, just 26% of 
the elderly population had 
some form of insurance 
coverage, and often the 
coverage was inadequate. 
By 1962, coverage levels 
had risen to 52%, with the 
greatest improvements 
shown in younger retired 
seniors who were able to 
carry over coverage from 
their former employers. 

The creation of 
Medicare (and Medicaid) 
by Congress in 1965 had 
a profound effect on the 
economic well-being of 
seniors. So did Social 
Security—although its 
significant impact was 
not felt until the 1960s. 
The program began to pay 
benefits in 1940, but the 
decade of the 1940s saw 
no increases in payments: 
first because of World War 
II but also because there 
was no mechanism for 
automatically increasing 
them to reflect inflation 
or wage growth. Congress 
amended the program in 
1950 in a way that dra- 
matically expanded cover- 
age and increased benefits, 
both to adjust for inflation 
and productivity gains. 
Indeed, Congress contin- 
ued to increase benefits 
every few years until 1972, 
when it enacted automatic 


annual adjustments. 

In 1966, 28.5% of 
Americans age 65 and 
older had family incomes 
below the federal thresh- 
old of poverty; by 2019, 
the poverty rate among 
the aged population had 
dropped to 8.9%. That is 
a stunning public policy 
achievement—it has helped 
millions live independently 
and with financial security. 

Social Security and 
Medicare provide the 
financial foundation for 
living independently in 
old age. Social Security 
benefits account for about 
half of the income received 
by adults age 65 and older, 
and three-quarters of the 
income received by those 
in the bottom third of 
incomes. Medicare pro- 
vides near-universal health 
insurance for Americans 
over age 65 at a reasonable 
cost, smoothing out the 
cost of most health care 
expenses. 


The Rationale for 
Expansion 

Now is the time for social 
insurance to do more. The 
COVID-19 pandemic has 
accelerated an already-wide 
income gap between the 
have and have not house- 
holds—a problem that per- 
sists in retirement. Eighty 
percent of older adult 
households are struggling 
financially or at risk of fall- 
ing into economic insecu- 
rity as they age. Any gains 
in wealth that are occurring 
are accruing to households 
that already are well off: the 
bottom 20% made no gains 
in net total wealth from 
2016 to 2018, while the top 
20% saw their net wealth 


44 » WealthManagement.com - December 2022/January 2023 


rise, due mostly to jumping 
real estate values. 

Many middle- and low- 
er-income households have 
some savings and assets 
to meet living expenses, 
but not enough to cover a 
major, unexpected financial 
expense, such as a large 
medical bill, a long-term 
care need or a major home 
repair. And these risks 
become more significant 
with age—more than two- 
thirds of adults age 70 or 
older will experience at 
least one major financial 
shock with financial conse- 
quences. Half of Medicare 
beneficiaries live on an 
income under $30,000 per 
person, and one in four 
has income under $17,000. 
Medicare costs alone can 
consume a significant part 
of these lower incomes—in 
2016, the average out-of- 
pocket expense for enroll- 
ees was $5,460. 

What’s more, Gen- 
Xers and millennials are 
likely to fare even worse 
than boomers and today’s 
seniors when they reach 
retirement—the result of 
escalating higher educa- 
tion costs and staggering 
student debt burdens; wage 
stagnation; soaring housing 
costs; and the decline of 
traditional defined benefit 
pensions. 

Now is the moment 
to expand Social Security 
and Medicare to meet our 
current and future pressing 


needs. W 


Reprinted with permission 
from Retirement Reboot: 
Commonsense Financial 
Strategies for Getting Back 

on Track by Mark Miller, 
Agate, January 2023. 


In the wake of the pan- 
demic that disrupted every 
aspect of business, financial 
professionals working 
remotely leaned into read- 
ing books to better under- 
stand the changing land- 
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scape and to polish their 
skills. Publishers noticed the 
demand, responding with a 
flurry of business books on 
investing, leadership, risk 
management, conflict man- 
agement and more. Of the 
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a 


thousands of business books 
published in 2022, here 

are 12 that we think offer 
important lessons for finan- 
cial advisors. As always, the 
list includes a worthy novel 
set in the world of finance 


whose fictional themes offer 
lessons just as pertinent as 
those of the nonfiction titles. 
Most titles are also available 
as e-books for digital down- 
load or audiobooks for those 
who like to listen. 
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1. How to Invest: 
Masters on the Craft 
David M. Rubenstein 
Simon & Schuster 

405 pages 


In How To Invest, David 

M. Rubenstein, legendary 
co-founder of the private 
equity firm Carlyle Group, 
offers a master class on 
investing featuring con- 
versations with some of 
the most reclusive and suc- 
cessful figures in finance, 
drilling down to distill 
their disciplines, habits 
and practices. Organized 
by asset class, we meet 
Larry Fink (fixed income), 
Sam Zell (real estate), Ray 
Dalio (hedge funds), Sandra 
Horbach (private equity 
and buyouts), Betsy Cohen 
(SPACs), and David Blood 
(ESG). Of particular inter- 
est to Wealth Management 
readers is chapter 4, 

which details how Mary 
Callahan Erdoes rose to 
the top of J.P. Morgan’s 
wealth management divi- 
sion, now overseeing more 
than $4 trillion in assets. 
Also recommended is the 
introduction, in which the 
author—no slouch of an 
investor himself—presents 
notes on his own investing 
craft. For Rubenstein, that 
emphasis on “craft” is criti- 
cal. He insists that invest- 
ing is an activity involving 


skill in making things by 
hand; that the craft can 

be learned by emulating 
the masters; and that the 
masters, like all successful 
craftspeople, have skills 
and disciplines in common. 


“You will find a career in 
investing much more reward- 
ing if you believe that [invest- 
ing] is beneficial not only to 
you but also beneficial to your 
society, your economy, and 
your country. If you see invest- 
ing only as a way to make 
more money than is possible 
in another profession, you will 
never have the intensity, drive, 
and joy needed to be successful 
in this line of work. And you 
will miss much of the joy of 
investing (and life).” 


2. The Man Who 
Broke Capitalism: 
How Jack Welch 
Gutted the 
Heartland and 
Crushed the Soul of 
Corporate America 
David Gelles 

Simon & Schuster 

264 pages 


There was a time when 
General Electric was the 
most admired company 

in America. It was one of 
the original 12 companies 
listed on the Dow Jones 
Industrial Average. It actu- 


ally invented things. In 

the 1950s, to a degree that 
would stun today’s work- 
ers, GE shared the wealth, 
offering job protection, 
generous benefits and 
retirement security. Then 
Jack Welch came along as 
GE’s eighth chief execu- 
tive officer and single- 
handedly embarked on a 
slash-and-burn program 
to cut costs and remake 
the company in his own 
image. Welch’s practice 

of ranking employees 
against each other smashed 
GE’s culture. His fetish 

for financialization led to 
many missteps. In 1986, 
Welch directed GE Capital 
to acquire the investment 
bank Kidder Peabody. 
Soon after, Kidder was 
implicated in a series of 
scandals—remember Ivan 
Boesky?—that saw its chief 
arbitrageur led away in 
handcuffs. Readers will 
meet a young, impres- 

sive Jack Welch and then 
watch with revulsion as he 
becomes a monster. Post 
retirement, his personal 
PR machine secured him 

a perch as a widely read 
“thought leader” on busi- 
ness and politics, where 

he was not above engag- 
ing in disinformation: In 
2012, Welch, who presided 
over a company where 
fiddling with the num- 
bers was commonplace, 
accused President Obama 
of fiddling with a strong 
monthly jobs report. The 
book traces Welch’s toxic 
legacy through the travails 
of companies—Home 
Depot, 3M, Boeing—led by 
his protégés. With Boeing, 
Gelles connects the dots 
between Welch’s manage- 
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ment style and the Boeing 
culture that led to the fatal 
737 Max crashes in 2018 
and 2019. 


“More than anyone else, it 
was Welch himself who cre- 
ated the schism between the 
Golden Age of capitalism and 
the unequal, unsustainable 
era of shareholder primacy in 
which we now live. He was the 
first CEO to take a healthy 
company and treat it like a 
turnaround job, preemptively 
laying off tens of thousands 
of workers and kickstarting 
the era of mass downsizing, 
outsourcing, and offshoring. 
He was the first who brought 
to his job a singular focus 

on quarterly earnings, and 
employed financialization, 
earnings smoothing, buybacks, 
and everything else in his 
power to see that GE stock 
price continued to rise.” 
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3. Quit: The Power 
of Knowing When to 
Walk Away 

Annie Duke 

Penguin Random House 
308 pages 


In 2018, we selected Annie 
Duke’s book Thinking in 
Bets for this list. Now Duke 
is back with a book to 
remind investors that quit 
may often trump grit. The 
central message of Quit is 
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that success rarely comes 
from stubbornly stick- 

ing to a course of action. 
Success lies in picking the 
best course to pursue and 
quitting the rest. Advisors 
are well aware that another 
name for grit is bullhead- 
edness. Duke offers dozens 
of examples to suggest that 
quitting is often the better 
option. On the way to this 
conclusion, Duke rallies 
research on how expected 
value theory can support 
the decision to quit. The 
endowment effect bias, ele- 
gantly discussed in chapter 
7, has obvious applica- 
tions to investor quitting 
behavior. Selling an asset 
you own is the equivalent 
of quitting; you are quit- 
ting your ownership. If 
you can't justify buying the 
asset for the current price, 
it’s best to quit it. 


“When the world tells you to 
quit, it is, of course, possible 
you might see something the 
world doesn't see, causing you 
to rightly persist, even when 
others would abandon the 
cause. But when the world 

is screaming at the top of its 
lungs to quit and you refuse to 
listen, grit can become folly.” 


4. Making Numbers 
Count: The Art 

and Science of 
Communicating 
Numbers 

Chip Heath and 
Karla Starr 

Simon & Schuster 

180 pages 


Advisors live in a world 
where success often 
depends on the ability to 
make numbers action- 
able. Unfortunately, most 
clients regard numbers as 
a foreign language. Making 
Numbers Count shows 

that numbers need to be 
translated into instinc- 
tive human experience to 
become meaningful. This 
book offers advisors over 
30 principles designed 

to make numbers easier 
to understand. Chapter 
headings include: “Convert 
Abstract Numbers Into 
Concrete Objects” and 
“Avoid Numbing by 
Converting Your Number 
to a Process that Unfolds 
Over Time.” As numbers 
get larger, they get dilut- 
ed—and they don't have 

to have a lot of zeros. For 
example, clients are thrilled 
when they earn their first 
$1 million, but the seventh 
$1 million is less thrilling, 
and the 77th may go unno- 
ticed. Almost every page 
features a boxed example 


of the power of translation. 
For example: The authors 
translate “Six Sigma is 3.4 
defects per million objects,” 
into a memorable story: 
“To achieve Six Sigma as 

a baker, imagine baking a 
batch of two dozen choco- 
late chip cookies every 
night. You could do that 
for 37 years before finding 
a cookie that was burned, 
raw, or doesn’t have the 
perfect number of chips.” 


“The secret to translating 
numbers is simple: avoid using 
them. Translate them into con- 
crete, vivid, meaningful mes- 
sages that are clear enough to 
make numbers unnecessary.” 


George 
Soros 


A Life in Fut 


5. George Soros: A 
Life in Full 

Peter L.W. Osnos 
(editor) 

Harvard Business School 
Press 

320 pages 


George Soros, the philan- 
thropist and champion 

of the Open Society, got 
his start as a fabulously 
successful investor. At 91, 
Soros still looms large on 
the global stage, and yet 
the man himself is surpris- 
ingly little understood. 
Biographers have attempt- 
ed to tell the story of 
George Soros, but no single 
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account of his life can 
capture his extraordinary, 
multifaceted character. 
This collection of essays 
starts with an examination 
of his investment philoso- 
phy. Recommended is the 
essay by Ford Foundation 
President Darren Walker 
who connects the dots 
between Soros’ philoso- 
phy, financial genius and 
his philanthropy. Peter 
L.W. Osnos has assembled 
a variety of informative 
essays from financiers, 
public intellectuals, jour- 
nalists and nonprofit lead- 
ers to paint a picture of the 
man in full. 


“Other tycoons amass billions 
by building institutions: think 
of Sam Walton of Walmart 

or Jeff Bezos of Amazon. 

Even within the world of 
money management, the 
great fortunes have gener- 
ally been made by companies 
that achieve scale. Such as 
BlackRock or PIMCO. But 
Soros dispensed with all this 
paraphernalia. He built no 
company, developed no algo- 
rithm, possessed no intellectual 
property that could be bottled 
and sold. He made money— 
extraordinary amounts—from 
what he mysteriously called 
‘the alchemy’ of finance.” 
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6. Bully Market: 
My Story of Money 
and Misogyny at 
Goldman Sachs 
Jamie F. Higgins 
Simon & Schuster 

320 pages 


Jamie Fiore Higgins is a 
rare example of a female 
managing director at 
Goldman Sachs. Her long 
tenure (she worked at 
Goldman from 1998 to 
2016) ended with her man- 
aging many of Goldman’s 
top equity clients. But 
success didn't protect her 
from abuse. The book is 
maddening for its accounts 
of gender discrimination, 
antics unworthy of high 
school and sexual bullying. 
Higgins doesn’t shy away 
from detailing her own 
culpability in tolerating 
such behavior, nor the ter- 
rible costs it exacted on her 
and her family. Such was 
the cost Higgins felt she 
had to pay to fit into the 
toxic pre-#MeToo culture 
of financial firms in the 
1980s. The book is a good 
illustration of the precept 
that when you violate your 
values for the sake of fitting 
in, the end result is every- 
one likes you except your- 
self. We recommend the 
book because it gives read- 
ers a glimpse into the inner 
workings—both impressive 


and deplorable—and the 
secret power dynamics of 
Goldman Sachs. 


“Although I could study [col- 
leagues’] lifestyle and eventu- 
ally earn a salary to mildly 
afford it, I didn’t think I could 
live in it, and I wasn't sure I 
wanted to. The country clubs, 
the fancy restaurants, the 
Broadway shows, the laissez- 
faire attitude, the casual sex 
with each other, the cocaine, 
this strange world that seemed 
to operate with different rules 
but rule so much more of 
society. I couldn't give myself a 
blue blood transfusion.” 


7. Holding the Calm: 
The Secret to 
Resolving Conflict 
and Defusing 
Tension 

Hesha Abrams 
Berrett-Koehler 

208 pages 


Conflict and tension define 
the client-advisor relation- 
ship. The conflict between 
expectations and reality, 
the tension between risk 
and reward. The magic of 
Holding the Calm is a gift 
for any advisor who can 
lean into its discipline. 
“Holding the Calm” has 
two elements. The “Calm” 
is the place where clients 
feel heard, understood, 


valued and safe to make 
conflict resolution possible. 
“Holding” requires creating 
and sustaining the space 
for the calm. For advisors, 
it generally means that they 
be the adult in the room 
and to keep their emotions 
in check. The book is filled 
with bite-size practices for 
defusing conflict from an 
author who comes out of 

a mediation background. 
For example, Holding the 
Calm is reinforced just by 
using inclusive personal 
pronouns. Instead of say- 
ing, “How do you want 

to respond?” ask, “How 

do you think we should 
respond?” Also: Clarify 
generalities like always or 
never. Speak into the ears 
that hear you. Remember 
that overtly expressed 
self-interests often are not 
accurate. Find the moti- 
vating self-interest. For 
instance, to many parties 
not losing is more impor- 
tant than winning. 


“Holding the Calm is an active 
yet simple way to create space 
for possibilities, drain the 
swamp of toxic emotions, fully 
let someone be seen and heard, 
and defuse tension so solutions 
can be found.” 
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‘The Federal 
the Reserve from 
Great Inflation to COVID 49 


8. 21st Century 
Monetary Policy: 

The Federal Reserve 
from the Great 
Inflation to COVID-19 
Ben S. Bernanke 

W. W. Norton & Company 
512 pages 


As the Federal Reserve 
battles today’s inflationary 
conditions, we can’t ask for 
a better guide than Ben S. 
Bernanke, the former chair 
of the Fed as well as the 
recipient, most recently, of 
the 2022 Nobel Memorial 
Prize in Economic 
Sciences. Now, this book is 
not easy reading and won't 
soon be the source material 
for a Netflix miniseries. 
But for a detailed history of 
Federal Reserve policy and 
a vigorous defense of quan- 
titative easing in response 
to the 2008 financial crisis 
and then again during the 
recent COVID-19 pan- 
demic, this book provides 
advisors with a granular 
peak into the famously 
insular Fed culture and 
how its decisions create big 
movements in the markets. 
The book will have many 
critics who believe that 

Fed policies create asset 
bubbles, establish moral 
hazard and contribute 

to income inequality. 
Bernanke acknowledges 
these criticisms but par- 
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ries with defenses that are 
more or less persuasive. As 
the Fed copes with cur- 
rent economic conditions, 
it will be seen whether 

the policies that Bernanke 
promoted are equal to the 
challenge of controlling the 
highest sustained inflation 
in 40 years. 


“The voting rules of the 
Federal Open Market 
Committee (FOMC) are con- 
voluted. Of the 19 governors 
and presidents who attend 
and participate, only 12 vote 
at any given meeting. The 
seven board members and 
the President of the Federal 
Reserve Bank of New York 
vote at every meeting. The 
remaining four votes rotate 
annually among the other 

11 Reserve Bank presidents. 
This complex design allows 
the Regional Reserve Bank 
presidents a voice but gives 
the majority to the politically 
appointed board members.” 


9. Leadership Two 
Words at a Time: 
Simple Truths 

for Leading 
Complicated People 
Bill Treasurer 
Berrett-Koehler 

234 pages 


Leadership is difficult 
when teams work in 

the same physical space. 
Leading remote and hybrid 
teams just makes a difficult 
task more challenging. The 
ultimate goal of leadership 
is identical to what advi- 
sors always strive to do: 
add value. Think of a team 
as a portfolio. The essence 
of leadership is to help the 
people on the team become 
more valuable by provid- 
ing the conditions for them 
to add value. Advisors 

who supervise teams large 
or small, in the office or 
remotely, or just want to be 
their best selves will benefit 
from this compact leader- 
ship guide. The power of 
Leadership Two Words at a 
Time lies in the way execu- 
tive coach and author Bill 
Treasurer integrates essen- 
tial leadership practices in 
three sections—Leading 
Yourself, Leading People, 
Leading Work—with two- 
word headers such as Trust 
First, Aspire Higher, Gain 
Control, Nurture Talent 
and Lead Up. Treasurer’s 


language in the book is 
direct, clear, inspiring, and 
often funny, a departure 
from the jargon that fills 
most leadership books. 


“Always remember that your 
job as a leader is to leave peo- 
ple better off than you found 
them. Your individual leader- 
ship success is contingent upon 
you making others successful. 
While you want to have a 
positive influence on everyone 
you touch through your lead- 
ership work, your leadership 
fate will be mostly determined 
by your influence over the 
success of the people you lead 
... and how successful you help 
your boss become.” 


10. Trust (a novel) 
Hernan Diaz 
Riverhead Books 
402 pages 


What is trust? A strong 
confidence in the reliability 
of someone. An arrange- 
ment whereby a person (a 
trustee) holds an asset as 
its nominal owner for the 
good of the beneficiary. All 
true, but as this intricate 
novel suggests, trust is an 
elusive entity that is mostly 
magic. The novel—actually 
four ingeniously intercon- 
nected novellas—opens 

in 1937 with the story of 
Benjamin Rask, a Wall 
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Street bond speculator 

and tycoon in the mold of 
J.P. Morgan. We are in the 
satire of late-stage capital- 
ism. Rask is described thus: 
“Because he had enjoyed 
almost every advantage 
since birth, one of the 

few privileges denied to 
Benjamin Rask was that of 
a heroic rise.” 

Subsequent sections 
recount Rask’s genuine 
infatuation with a remark- 
able woman who may be 
even a greater investor. We 
then have the story, some 
decades later, of the ghost- 
writer who is hired to write 
Rask’s memoir. We get 
an intimate glimpse into 
the well-cushioned world 
of the 1% and the power 
they have to pull strings 
that drive markets. Trust 
is less about who ends up 
with the most toys and 
more about the fight over 
who gets to control the 
narrative and whether the 
narrative can be—there’s 
that word again—trusted. 
In the end, the book rec- 
ognizes the human costs 
of all Rask’s financial 
manipulations. That Rask 
cannot even imagine that 
his fortune might hide 
untold misdeeds is the ulti- 
mate corruption. As James 
Baldwin observed, it is the 
innocence that constitutes 
the crime. 


“Capital is an antiseptically 
living thing. It moves, eats, 
grows, breeds, falls ill and 
may die. But it is clean. ... The 
larger the operation, the fur- 
ther removed [Rask] was from 
its concrete details.” 
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Tl. A Brief History 

of Equality 

Thomas Piketty 

The Belknap Press of 
Harvard University Press 
288 pages 


The subject of the book is 
really inequality. Of the 
French economist Thomas 
Piketty, the author of 
Capital in the Twenty-First 
Century, selected as one 

of the best books for this 
list in 2014, we can only 
be grateful that his latest 
book, which details the 
origins of inequality and 
his recommendations for 
fighting it, is at a quar- 

ter of the length of his 

last. Piketty is convinced 
that unchecked inequal- 
ity dooms capitalism. His 
prescription for ensuring a 
sustainable level of equal- 
ity is radical. The solution 
starts with tax rates that 
are virtually confiscatory. 
But for Piketty, redistribut- 
ing income is insufficient. 
Only policies that redis- 
tribute property have the 
power to redress global 
income inequality. Piketty 
calls for “inheritance for 
all,” a program which is 
just as radical as it sounds. 
He summarizes his various 
proposals as “participatory 
socialism.” He argues that 
all of the progress in the 
world—increases in lon- 


gevity, a dominant middle 
class, high levels of educa- 
tion and voting rights, 
dignity in aging—can be 
traced to progressive taxes 
on income and wealth that 
fuel the comprehensive 
programs of the welfare 
state. Still, he insists, eco- 
nomic growth alone can- 
not solve the problem of 
inequality. Only a signifi- 
cant undermining of prop- 
erty rights once considered 
sacred (such as the aboli- 
tion of slavery) can make a 
dent. Piketty is a historian 
as well as an economist. He 
understands that stewards 
of property never relin- 
quish their prerogatives 
except by force: wars, revo- 
lutions, economic depres- 
sions and natural disasters. 
Maybe, just maybe, this 
time it can be done without 
bloodshed, but it won't be 
easy. “The idea that there 
might be only winners is a 
dangerous and anesthetiz- 
ing illusion that must be 
abandoned immediately,” 
Piketty warns. 


“Resistance by elites is an 
ineluctable reality today, in a 
world in which transnational 
billionaires are richer than 
states, much as in the French 
Revolution. Such resistance 
can be overcome only by pow- 
erful collective mobilizations 
during moments of crisis and 
tension. Nonetheless, the idea 
that there is a spontaneous 
consensus regarding equitable 
and emancipatory institutions, 
and that breaking elites’ resis- 
tance would be sufficient to 
put these institutions in place, 
is a dangerous illusion.” 
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12. Where the Money 
Is: Value Investing in 
the Digital Age 
Adam Seessel 

Avid Reader Press 

255 pages 


As a money manager, 
Adam Seessel was a dues- 
paying value investor in 
the mold of his heroes 
Benjamin Graham and 
Warren Buffett. This book 
came about in the wake of 
his conclusion that he was 
leaving money on the table 
by pursuing “cigar butt” 
investing, a term Buffett 
coined to describe buy- 

ing beaten-down mature 
companies trading below a 
conservative assessment of 
their liquidation values. He 
argues that the metrics that 
value investors have been 
using need updating. Where 
the Money Is describes a 
new assessment model that 
the author argues more 
appropriately values tech- 
based growth companies. 
The “BMP” model is like 

a preflight checklist that 
considers three central 
variables: the quality of the 
business (B), the quality of 
the management (M) and 
the price (P). The first vari- 
able is the most critical as a 
target business must have 

a low market share, a large 
and growing market, and 

a sustainable competitive 
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advantage, what Buffett 
calls a “moat.” Using this 
model, growth companies 
like Amazon and Alphabet, 
which appear expensive 
under old models, look 
more palatable. Of the doz- 
ens of how-to-invest books 
we considered for this list, 
Where the Money Is hits the 
bull’s-eye for being both 
simple and actionable. 


“The world has changed, but 
it will change again. When 

it does, value 3.0 will become 
obsolete, and we'll need new 
frameworks to capture the 
new dynamics. While value 
3.0 is where the money is 
today, one day it will be else- 
where. Then it will be time for 
value 4.0.” W 
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COVER STORY / Legal Help for Small Investors Is Disappearing 


“There is a vast 
underserved 
market of people 
who have lost 
money investing 


with brokers 
who cannot find 
representation.” 


of her funds in a nontraded 
real estate investment trust. 

Later, Piniewski said, 
she learned a nontraded 
REIT was one of “the worst 
things you could possibly 
do” for someone with her 
profile. On the cusp of 
retirement, she was not 
looking to take on exces- 
sive risk and wanted a 
liquid investment to draw 
from as needed. 

She fired the advisor 
and went to her bank in 
hopes of fixing the damage 
but was told the invest- 
ment was locked up and 
her money inaccessible. 
She was scared she would 
be stuck with the bad 
investment for the foresee- 
able future. 

She went looking for 
legal help but soon found 
that while $50,000 was a lot 
of money to Piniewski, not 
everyone felt the same. 

“I was online and tried 
to get a lawyer, but they 
didn’t think it was worth 
it,” she said. “It wasn’t 
enough money to make it 
worth their while.” 

In 2013, she found her 
way to the University of 
Miami School of Law’s 
Investor Rights Clinic. The 
pro bono clinic is one of 
a handful in the country 
where law students, under 
the direction of faculty, 
help small investors with- 
out deep pockets pursue 
claims against brokers and 
financial services firms in 
arbitration proceedings. 

“They were an amaz- 
ing bunch of people,” she 
said. “They gave you hope 
that they may be able to 
help you.” 

As the statute of limi- 
tations on her claim was 


ticking down, the law 
students rushed to take 
on Piniewski’s case. The 
students’ demeanor meant 
a lot, as she heavily criti- 
cized herself for trusting 
the advisor. 

“They were never 
condescending,” she said. 
“They always said, “You 
wouldn't believe how much 
this happens.” 


A Vast and 
Underserved 
Market 

Over a decade ago, there 
were many similar inves- 
tor clinics like the one in 
Miami. 

They began at the 
urging of former SEC 
Chairman Arthur Levitt 
in the 1990s, who argued 
that small investors often 
wouldn't pursue valid 
claims in arbitration 
because any potential 
recovery would be too 
low for private attorneys 
to take them on as clients. 
He suggested law schools 
create legal clinics to offer 
free assistance for these 
investors. 

With Levitt’s guidance, 
the commission helped 
launch pilot programs 
at Pace University and 
Fordham University in 
New York in 1997. By 2012, 
18 clinics were in opera- 
tion, including schools in 
Georgia, Michigan and 
California, spurred in part 
by FINRA Foundation 
funding in the late 2000s. 

These clinics primarily 
handle claims totaling less 
than $100,000; the clients 
are often seniors or older 
investors who have some 
money to invest, but not 
enough to comfortably lose 
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nor hire an attorney if they 
run afoul of a bad broker. 
Often, claims center on the 
misuse of retirement funds, 
with brokers placing assets 
in inappropriate alterna- 
tive investments with high 
commissions and obtuse, 
sometimes undisclosed, 
rules on lockup periods and 
early-withdrawal penalties. 
But funding for 
these clinics dried up as 
grants from FINRA were 
depleted and other funding 
sources didn’t materialize. 
According to the SEC, there 
are now only 11 clinics, 
with one in Nevada acting 
only as a policy center and 
not taking on clients at all. 
“There is a vast under- 
served market of people 
who have lost money 
investing with brokers 
who cannot find represen- 
tation,” Scott Eichhorn, 
a professor and acting 
director of the University 
of Miami's School of Law 
Investor Rights Clinic, 
said. “They'd never find an 
attorney unless it was part 
of one of these programs, 
and the programs are 
extremely limited.” 
Additionally, five of 
the 10 clinics are in New 
York, initially supported 
with funding earmarked 
by former Gov. Eliot 
Spitzer. Other clinics in 
Pennsylvania, New Jersey, 
Washington, D.C., Illinois 
and Florida largely relied 
on the three-year FINRA 
seed grants, but these were 
intended only as startup 
funds. Some were not able 
to secure funding beyond 
that time frame, whether 
from the law schools them- 
selves or other sources. 
Now, there are no clin- 
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COVER STORY / Legal Help for Small Investors Is Disappearing 


“Ultimately, it 
means a small 
investor has one 
of two choices. 
Either do nothing 
or try the case 


pro se (without 
a lawyer) and 
expect to take a 
loss.” 


ics working with clients 
west of Chicago, and the 
University of Miami clinic 
is the only one operating in 
the entire Southeast region. 
According to Eichhorn, the 
clinic declines 90% of cases 
it receives in large part due 
to limited resources. 

While the dollar figures 
may be relatively small, 
the damage done to these 
types of investors from 
bad investment advice, 
fraud, account churning 
or unsuitable recommen- 
dations can be profound, 
according to Christine 
Lazaro, the director of 
the Securities Arbitration 
Clinic at the St. John’s 
University School of Law 
in New York, which takes 
on claims well below the 
$100,000 threshold. 

“It could be a $5,000 
claim, but it could mean 
someone can't pay for their 
medication,” she said. 

Clients find the Miami 
clinic from a variety of 
referrals, including the 
FINRA and SEC websites, 
as well as Florida attor- 
neys who want to help but 
can't take on the smaller 
claims. Still, many attor- 
neys and investors don't 
even know the option 
exists, Eichhorn said. 

“It’s a problem, because 
I think we could be out 
helping a lot more people 
than we are,” he said. “Of 
course, that’s a resourcing 
issue; if there was another 
Florida clinic, that would be 
fantastic.” 

Benjamin Edwards, the 
director of the Public Policy 
Clinic at the University of 
Nevada, Las Vegas’ William 
S. Boyd School of Law, said 
the total amount of unpur- 


sued claims could fall into 
“the millions, potentially 
billions” of dollars but said 
it was difficult to know 
precisely. 

“What I can tell you is 
these clinics never have any 
difficulty finding clients,” 
he said. 


Fewer Options 

and Lower Odds of 
Success 

The regional dearth of clin- 
ics leaves many clients in 
the cold because attorneys 
(and students working in 
the clinics) are often limited 
to practice in the states in 
which the clinic is located, 
according to Michael 
Edmiston, an attorney 
with Jonathan W. Evans & 
Associates and the former 
president of the Public 
Investors Advocate Bar 
Association. 

For example, clinics out- 
side the state of California 
would have to meet certain 
requirements to assist a 
client in that state bringing 
a case to arbitration, creat- 
ing “another burdensome 
access” issue put in front of 
small investors, he said. 

“Ultimately, it means 
a small investor has one 
of two choices,” he said. 
“Either do nothing or try 
the case pro se (without 
a lawyer) and expect to 
take a loss.” 

While some of the 
small claim cases concern 
outright fraud and churn- 
ing, many revolve around 
thornier and more complex 
questions of suitabil- 
ity, according to J. Samuel 
Tenenbaum, a clinical 
professor and the direc- 
tor of the Complex Civil 
Litigation and Investor 
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Protection Center and 
Bluhm Legal Clinic at the 
Northwestern Pritzker 
School of Law in Chicago. 

Northwestern’s clinic is 
one of the few that can han- 
dle cases brought outside of 
its home state, but the lack 
of resources and extra rules 
around the out-of-state 
claims make it prohibitive 
to take on many of them. 

Clients in states with- 
out a clinic are usually left 
without any options at all. 

“There is a demand 
there,” he said. “Can you 
imagine, in the entire state 
of California, there’s no 
place that an investor can 
go to, or a retired person in 
Arizona or Texas?” 

If investors move 
forward on arbitration 
proceedings without an 
attorney, they're less likely 
to find a welcome out- 
come, according to Nicole 
Iannarone, an assistant 
professor at the Thomas 
R. Kline School of Law 
at Drexel University in 
Philadelphia. 

Iannarone is also the 
chair of FINRA’s National 
Arbitration and Mediation 
Committee and founded 
the Investor Advocacy 
Clinic at Georgia State 
University College of Law 
(which has since shuttered). 

She looked at FINRA 
data on arbitration pro- 
ceedings from approxi- 
mately May 2014 to 2019, 
separating out claims for 
$100,000 or less. Among 
those, she looked at wheth- 
er the client represented 
themselves and whether 
they received an award in 
their favor. 

The preliminary 
research showed that in 
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“It doesn’t sound 
like a lot of 
money to most 
people, but it 
was life-changing 


to me. It took my 
whole life to save 
that.” 


arbitration proceedings 
that ended in a decision, 
about 46% of small claims 
investors represented them- 
selves, compared with only 
10% to 15% of those seek- 
ing awards over $100,000. 
Among those small claim- 
ants who went without 
legal representation, there 
was a win rate of only 24%, 
compared with a total over- 
all win rate of nearly 40% 
for investors in arbitration 
proceedings. 

“As to why pro ses are 
prevailing at such a lower 
rate, it can be because they 
don't have the experience 
to present viable claims 
in a way that leads them 
to recovery,” she said. “On 
the other hand, it could 
be that the claims they 
bring lack legal grounds. 
Without information 
about the substance of 
their claims—which 
FINRA does not make 
public—it is not possible to 
definitively answer why.” 


Weeding Out Bad 
Brokers Benefits 
Everyone 
The lack of funding for 
the small claims inves- 
tor is the impetus behind 
the Investor Justice Act of 
2022, introduced by Sen. 
Catherine Cortez Masto 
(D-Nev.) in the Senate 
and Rep. Mike Quigley 
(D-ILL) in the House of 
Representatives earlier 
this year. The bill would 
mandate the SEC provide 
funding for investor legal 
clinics at law schools in 
the form of grants, which 
would be issued for up to 
three years before coming 
up for renewal. 

The $5 million proposal 


sets up a matching pro- 
gram, where law schools 
would have to equal the 
funding. Iannarone called it 
a “no-brainer,” considering 
overhead for these clinics is 
relatively low; she estimated 
the total funding could 
support as many as 20 new 
clinics across the country. 

“Tt also brings flexibility 
to those administering the 
grant,” she said. “Let’s say 
we're bringing in a new law 
school to provide this ser- 
vice; perhaps it should be a 
bit tighter at the beginning 
as they get started, and once 
they've proven themselves 
and the university’s proven 
their commitment, perhaps 
we can expand the length of 
the funding requests.” 

The sustained fund- 
ing is one of the proposed 
bill’s essential aspects, 
according to Lazaro. The 
structure is why many of 
the New York-based clin- 
ics beginning with Spitzer 
continue, while many clin- 
ics started with the FINRA 
Foundation seed grants 
later closed once that fund- 
ing ran dry. Sustainable 
funding means law schools 
may be more willing to ante 
up, Lazaro said. 

“Having the grant 
money coming from the 
SEC allows for nationwide 
reach,” she said. “In New 
York, we have money 
because we got it from state 
regulators, but that doesn’t 
help clients in other states. 
The SEC grant can ensure 
equal access to grant funds 
around the country.” 

Stable funding would 
mean existing clinics would 
have more time to handle 
cases and would spend less 
time each year frantically 


62 » WealthManagement.com - December 2022/January 2023 


seeking out new funding 
sources, according to 
Tenenbaum. 

And more clinics would 
benefit brokerage and 
investment firms, he said. 

“They may not like us, 
or losing a case, but we do 
help flush out bad apples,” 
he said. “We do screen out a 
lot of cases they don’t have 
to bother with.” 

The commission’s 
Investor Advisory 
Committee in June recom- 
mended lawmakers support 
the Investor Justice Act, 
after first recommending 
ways to find new funding to 
support the clinics in 2018. 


Life-Changing 
Outcomes 

Students at Miami’s 
investor clinic worked on 
Piniewski’s case for a year, 
and in 2014 they won the 
arbitration claim against 
Royal Alliance Associates. 
She received nearly $50,000 
in compensatory and 
punitive damages, and the 
Miami clinic more than 
$33,000 to pay its fees. 

“Tt was really life-chang- 
ing for me,” Piniewski said. 
“It doesn't sound like a lot 
of money to most people, 
but it was life-changing to 
me. It took my whole life to 
save that.” 

Eventually, she got her 
money out of the REIT 
and with her principal- 
protected annuity, she is 
living in Florida and feels 
able to “finally rest,” she 
said. She believes others 
should benefit from the 
kind of assistance the 
Miami clinic gave her. 

“People need these ways 
to get help,” she said. “It sure 
meant a lot to me.” E 
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The Puzzler 


BY JOHN KADOR 


How Well Do You Remember 2019? 


A quiz to test your memory of 2019, the year before COVID sent us all into lockdown. 


1. What was the total 
return from the S&P 
500 for 2019? 


A. 18.87% 
B. 21.44% 
C. 30.43% 
D. 39.02% 


2. What was the top- 
performing S&P 500 
stock in 2019? 


A. KLA Corp. 

B. Advanced Micro 
Devices 

C. Target 

D. Chipotle Mexican 
Grill 


3. What company 
registered the largest 
global IPO in 2019? 


A. Saudi Aramco 

B. Alibaba 

C. Uber Technologies 
D. Pinterest 


4. Who served as sec- 
retary of the Treasury 
in 2019? 


A. Steven Mnuchin 

B. Lawrence Summers 
C. Henry Paulson 

D. Jacob Lew 


5. Who was the 
chair of the Board 
of Governors of the 
Federal Reserve 
System in 2019? 


A. Ben Bernanke 
B. Janet Yellen 

C. Alan Greenspan 
D. Jerome Powell 


6. By what percentage 
rate did the U.S. gross 
domestic product 
grow in 2019? 


A. 1.42% 
B. 2.29% 
C. 3.13% 
D. 3.94% 


7. What movie won 
the Academy Award 
for Best Picture of 
2020, celebrating mov- 
ies released in 2019, 
awarded at the 92nd 
Academy Awards cer- 
emony on February 9, 
2020? 


A. Parasite 

B. The Irishman 

C. Joker 

D. Once Upon a Time 
in Hollywood 


8. How many jobs did 
the U.S. economy add 
in 2019? 


A. 0.98 million 
B. 1.5 million 
C. 2.1 million 
D. 3.1 million 


9. What was the aver- 
age inflation rate for 
2019? 


A. 0.25% 
B. 0.76% 
C. 1.81% 

D. 2.07% 


10. What was the aver- 
age prime interest rate 
in 2019? 


A. 1.17% 

B. 2.22% 
C. 3.90% 
D. 5.28% 


Tl. Which baseball 
team won the 2019 
World Series? 


A. Houston Astros 

B. St. Louis Cardinals 

C. Washington 
Nationals 

D. Boston Red Sox 


12. Which football 
team won the 2019 
Super Bowl? 


A. Los Angeles 
Chargers 

B. Kansas City Chiefs 

C. New England 
Patriots 

D. Los Angeles Rams 


13. Who was Time 
magazine's Person of 
the Year in 2019? 


A. Donald Trump 

B. Nancy Pelosi 

C. Jamal Khashoggi 
D. Greta Thunberg 
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14. Which automaker 
agreed to pay hun- 
dreds of millions of 
dollars to settle law- 
suits over its use of 
illegal software on 
diesel vehicles that 
produced false results 
on emission tests? 


A. BMW 

B. Fiat Chrysler 
C. Toyota 

D. Volkswagen 


15. What major event 
did NOT happen in 
2019? 


A. Brexit 

B. The U.S. women’s 
national soccer 
team wins the 
World Cup 

C. The Equifax data 
breach settlement 
is reached 

D. A 1982 painting, 
Untitled, by the 
late Jean-Michel 
Basquiat, sells 
for $110 million at 
Sotheby’s, becom- 
ing the most expen- 
sive work to date by 
an American artist 
ever sold at an auc- 
tion. In May 2022, 
pop artist Andy 
Warhol’s portrait of 
Marilyn Monroe sold 
for $195 million. 


Sources: Officialdata.org; Markets 
Insider; CNBC; U.S. Treasury 
Department: Federal Reserve; 
Macrotrends; Academy of Motion 
Picture Arts and Sciences; U.S. Bureau 
of Labor Statistics; FedPrimeRate. 
com; Baseball-Reference.com; Time 
magazine: The New York Times: CNN. 
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